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EGONOMIC DEVELOPMINT, OF COM/UNIST CHINA, 1949-545,

© PART I. NATIONAL AGCOUNTS ANALYSIS
I. ZINTRODUCTION -

A, Indicated Characteristics of Communist China's GNP

Communist China's Gross National Product is of the order of 30-40 -
billion dollars. This output currently provides a per capita product on
the order of §50-360, of which roughly 70 percent enters personal consump- -
tion and supports a standerd of living close %o bare subsistence, This
low output reflects an underdeveloped agricultural economy whose farm
population supports only one-fifth of its numbers in non-farm pursuits
and in which limited natural resources and a lack of capital have resulted
in’‘an extremely low level of labor productivity,

, - The GIP is estimated to have risen by about 40 percent between 1950
and 1954, reflecting a recovery of agricultural output, restoration and a
large expansion of industrial output, and a vast mohilization of an under=-
employed labor force by the government to implement its administrative,
military, construction, and other programs, The govermment has captured

in the order of 60 percent of the total increase in output for the expansion
of its military, administrative, and investment programs.. The rate of .
growth of GNP, over 10 percent anmually, during 1950-52, has declined in
recent years. . - o

- Personal consumption has increased by 25 percent, ineluding the
communal services represented by the government's outlay for education,
health, and culture, Excluding these services, the increase is of the-
order of 15-20 percent. Allowing for a population growth of 1-1i; percent
annually and the movement of some 20-25 million persons from rural to
urban, industrial, and mining areas (where the standards and costs of
living are both sharply higher), and excluding communal services, the
differential per caplta consumption of rural and urben areas has probably
inecreased very modestly if at :all, ' . Lo

: The government's fiscal operations have been a central feature in

the changing GNP, Government expenditures, as a proportion of the GIP,
Increased from 15-19 percent in 1950 to 27-33 percent in 195/, while govern-
ment expenditures for investment increased from one-quarter to one~half ‘of
total government expenditures, Gross investment has thus been raised from
4=10 percent of the GNP in 1950 to 16~19 percent in 1954, S

B. Nature of the Dats_on Chinese Communist Output

. The Natlonalist government of China compiled no official estimates
of gross natlonal product for the years before 1950, and if the.Communists .
have since made an estimate it has not been published., Collection of.
statistical data by the Nationalists was seriously impeded by a provinciale
ism that greatly limited the effective central authority, almost incessant. .
civil war with the Chinese Communists, and Japan's encroachment upon _
China. Under such circumstances, it was impossible to conduct an accurate
population or land survey, so very essential for an adequate compilation .
of economic aggregates, Although the Nationalists published a considerable
volume of statistics, practically all of these data suffered from incomplete
coverage, The statistics of agricultural production were based on estimated
acreage and yleld, and acreage estimates appear to have been influenced by

[ i

Approved For Release 1999/09/21 : CIA-’RDP79T01 149A000500010005-6



Approved For Release 1999/09/21 ::CIA-RDP79T01 149A000500010005-6
mm—
2

an incomplete register of taxeble’land, The datae collected on the sub-~
sidiary occupations of the rural labor force were based largely on small
sample surveys. The statistics on industrial output covered only the
large-scale modern type of factory reglstered by the national govern-

ment and therefore excluded a vast amount of small-scale industry. Bank-
ing and financial operations which were supervised by no single authority
were not conducive to statistical collection, since the central govern-
ment had authority over and complete statistical coverage of only large
chartered banks, while much of the financing in the coastal cities was
done by the foreign banks and in both urban and rural arveas by hative and.
provincial banks, Complete.data on public finance were gvailable only

for theé national goverrment while the largest shere of government expendi-.
tures was made by the provincial and local governments in the performance
of their.respective functions, A :

Various scholars independently attempted to estimate the GNP of ,
China in the 1930's using compiled data where available and building other -
aggregates from sample surveys of per capita consumption or individual
performance, The two most comprehensive éstimates of this.type are China's
National Indome, Shanghai, 1947, 2 vol., Qu Pao-shan (ed.), and.China's
National Income,.1931=36, Washington, D, C., 1946, by Liu Ta=-chung, The
reliability of both estimates have been questioned in criticisms by eminent
scholars of the conceptual framework and the serious omissions and under-
estimates of the underlying date.

Given the greater administrative unity of mainlaend China coupled
with a system of comprehensive economic and political controls, the Chinese
Commumnists have. probably improved upon the prewar statistical organizaetion,
By June 1950, the Communists had a system of regional adninistrative.com-
mittees staffed with top party and army leaders and were striving for
centralized fiscal control and a rationalization of industry and commeérce.
Chinese entry into the Korean War in October 1950 provided the rationale
for tightened economic controls and the speeding up of such basic programs
as land reform which proved tobe an invaluable aid in estimating agricul-
tural acreage and yields, Meanwhile, discipline was tightened among the
lower level of party and governmental personnel tlirough reform movements
aimed at eradicating corruption, inefficiency, and waste, As the regime °
consolidated political control, it tightened its hold on the Chinese ©conomy
by expanding state industry and trading companies and strengthened the
figeal structure through a unified banking system and a single central :
government budget., With the creation in 1952 of ‘the State Planning Committee
and new economic ministries, the State Statistical Bureau vas set up and
charged with the responsibility of collecting and compiling all officilal
statistics, Thus, by 1953 statistical coverage of industrial and agricul=
tural output was fairly complete. The census of 1953 which was conducted
in a painstaking and thoroughgoing fashion, provided data on the popula~
tion and labor force which is probably fairly complete and accurate,

Although the Chinese Commmnists have at their disposal more camplete
and more reliabile statistics tlian were available before, tliey deliberately
withhold data and camouflage many of those they release., .Theé chief sources.
of information reledsed by the Communists are the annual réports of the . '
State Statistical Bureau, the reports of heeds of ministries, and, the
speeches to the National People's Congress. Data from these sources vhich ~
are basic to both estimates of GNP for 1950-5/ consisted of: valug of -~
retail trade, gross value of output from industry.and agriculture for the
years 1952-54, detailed physical cutput ‘for some years aﬁ?;indices of

R
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output for most years for all major commodities produced by industry,
total grain output for each year, labor force in some detail for 1953,
budgetary data for all years, and wholesale end retail prices of major
commodities in the large cities, -

- Notwithstanding the large amount of data available, there are gerious
deficiencies end gaps in the present information which are reflected in
the reliability of GNP as estimated from the data, Comparisons over time
are affected by the lack of adequate statigstical collection and the lack
of a generalized price structure throughout China prior to 1952, The
evallable data for subsequent years have not in all cases been technically
defined in published sources resulting in uncertainties as to the precise
meaning of the statistics, The value of agricultural output as published,
for example, leaves an unexplainable smount.of subsidiary output if the -
major crops are valued at rural prices (although no rural prices are
available the spread between urban snd rural prices can be roughly esti-
mated from prewar data), Thus, there seem 0 be two possibilities: 1) that
grains are valued at the established wholesale prices in urban markets,
or 2) that greins are valued once at the rural price of unhusked grains
and & second time after home processing, No data are available on private
investment, changes in inventories, or income from rent, while price and
vage information must be generalized for the economy as a whole from the
data of specific areas which (while it is now subject to less geographic
variation than in previous years) may not vield an average price for the
whole economy,

C. Methodology

Under the eircumstances, the validity of a construction of the -
Gross National Product of maeinland China rests Primarily on the judgment
of the compiler in his selections and projections of the data, Two esti-
mates of the GNP of Communist China prepared by US agencies are presented
in this paper,

Both estimates have utiliized Chinese Communist official date on
the value of gross industrial and agricultural production, total retail .
sales, and the budget as parameters for estimating GNP and its distribution
by use in the base year (1953 for estimate A, 1952 for estimate B). Both
estimates have attempted to measure value added in sectors of origin, by
deducting estimated costs from market prices or gross values., In both
estimates, changes in GUP at factor cost -~ i,e., the sum of value added
in the individual sectors -~ was used as the best measure of economic
growth. GIP at market prices is distorted by the increasing weight of
Communist China's commodity turnover tax, The tex system of China did
not differ essentially from that of countries outside the Soviet bloc
until 1953, In Jsnuary of that year, a Soviet-type turnover tax was levied
experimentally on a short list of items, The increasing significance of
this tax, and the heavy incidence on eansumptlon goods makes the use of
GNP at full market prices less meeningful as a guide to changes in eco-
nomic activity, especially distorting the size of consumption in relation
to other components of GNP, ‘ S

The principal differences between the two estimates are the follow=
ing: 1) in Estimate 4, total GNP in the base year is obtained by summing
estimates of value added, . In Estimate B, the GNP is obtained via an end
use approach, After deduction of value added in agriculture, the residual
GIP serves as a control figure for the other sector estimates of value
added. This methodological difference makes little difference to the final

Yesult,

SRR
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. ..,2): Estimate A gives greater weight to agriculture in 1952 (the
base. year for Dstimate L) then does Estimate B (61 percent compared to
L9 percent), smaller weight to transport, trade and serwvices, (25 percent
compared to 33 percent), and smaller weight to industry and construction
(14 percent compared to 18 percent).

Both ‘estimates use official data on the value of gross agricultural
output- as points of departure, In Lstimate B, however, a portion of this
given value is taken out of agriculture and placed in’transport and trade,
This adjustment stems from a judgment that agricultural output 'is valued
at prices higher than farm prices in the officlal data., o ‘

The official figure for gross industrial production is assumed
to include all handicraft produetion in Estimate A, but only a:portion-
of handicrafts production in Estimate B. . T :

3) Changes in Gross National Product through time were obtained
in Estimate A primerily by deflating aggregate value data, and in Estimate
B, by computing indexes of physical production weighted by prices or value
added in the base year. ' That these two methods are essentially comple-
mentary is shown by the close agreement of the estimates of growth for
the 1950-54 period. There are, however, differences as to the growth of
individual sectors and end uses, and the growth of QP in particular
yeaI'S. : g : o :

4) A rate of exchange of ¥ 2,5 to the US doller, which approximates
the cross rate through the Pound Sterling, is used in Estimate A to convert
GNP into dollars. In Estimate B, two sets of ratios were obtained by
pricing both Chinese and US outpit at several levels of aggregation in
yuen and-in dollers. The 2.5 to 1 rate falls within the range of these
yush-dollar ratios, but near their upper limit, Using the ratio .of Chinese
prices to US prices for individual commodities, agricultural products are B
generally low priced in China, prices of consumer goods from light industry
somewhat higher, and prices of producer goods from heavy industry much
higher than in the US, ; v

D,. Comperative Summary -- Fstimates A and B

Thé results of Estimateé:A and B are summerized in Tables 1 and
2, which show the. growth of GNP by sector of origin and end use and its’
distribution. ; - ‘ :

P o
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Table 1, COMMUNIST CHINA'S GROSS NATIONAL PRODUCT
BY SECTOR OF CRIGIN AT FACTOR COST

Agriculture, Industry Gross
fore'estry, and con- Transport - - national
'%ﬁd flshigg eruct%gn %Ed trage ‘Siiyices _Egggggﬁ
Indexes:
1930 = 100
1950 - 100 100 100 100 100 1@0 -~ 100 100 100
1951 102 106 122 135 160 116 - 121 114 11U
1952 107 14 158 173 185 137 - 139 126 129
1953 107 14 223 209 223 151 - 138 139 137
© 1954 106 111 275 239 200 159 - 152 L1 142
Percent of GNP
1950 72 55 11 13 17 17 - 15 100 100
1951 64, 52 12 16 24 17 - 16 100 100
1952 61 e L 18 25 17 - 16 100 100
1953 55 46 18 20 27 1 - 17 100 100

1954 ' 54 4, 22 23 24 18 - 15 100 100

* Included in transport and trade,

Note: All figures are rounded,

annigpm—
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Table 2., COMUNIST GINA'S GROSS NATIONAL PRODUCT
.. BY END USE AT MARKET PRICES

. R Adminis- Gross

- Gross Military - tration national

Consumption . Investment _outlays and other _product

LB A F LB A BE® A B

Indexes: a h

1950 = 100

1950 100 100 100 100 100 100 100 - 100 00

151 108 107 169 162 154 136 116 - 1% 116

1952 115 120 356 208 127 164 137 - 127 133

11953 128 124 37 225 154 188 200 - 13 Y4

1954 125 125 535 235 157 198 158 - 16 151
Percent of GNP _

1950 &5 81 _7 L9 7 10 4 - 100 100

1951 g1 75 " 6 13 9 12 4 - 100 100

1952 - 78 73 12 15 7 12 4 = 100 100

1%3 77 69 11 18 7 13 5 - 100 100

4 7 67 16 2 7 13 4 - 100 100

* Included in military ou‘olays?.

Note: All figures are rounded,
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IT, ESTIMATE A OF COMMUNIST CHINA'S
© GROSS NATIONAL PRODUCT

A, Introduction

GNP at factor cost (Tables TIT and IV), since it provides a more
valid basis for comparing year-to-year changes in the total and components,
is used as the basis for the discussion in this estimate, ONP at market
prices (Tables I and II) is distorted by the increasing weight of Com~
munist China's comnodity turnover tax.

A rete of exchange of ¥ 2,5 to the US dollar, which approximates
the cross rate through the pound sterling, is used in Table V to convert
all components of GIP, in the absence of a detailed study of the tech-
nical description of the commodities involved, the gtage of distribution
of productlon at vihlch prices are applied, and the expenditure pattern
of femilies in Communist Chine,  Using the ratio of Chinese prices to US
pricés for individual commoditles, agricultural products are generally
low priced in China, prices of consumer goods from light 1ndustry some-

" what higher, and the. 3rices of producers goods from heavy 1ndustry much
higher than in the US, Therefore, no single rate of exchange is com-
pletely satisfactory to convert the values of these components of GNP
to US dollars and thereby provide a dollar picture. of the relative con-.
tribution of the respective sectors, However, the difficulties of
comparing the value of different types of Chinese output with that of
the US given the present lack of technical knowledge of Chinese prices
raise serious doubts about the validity of any preuently available
choice of differential exchange rates,

B. The Gross Natlonal Product

Communist China's GNP is computed at about US $30 billion in 1954,
providing a per capita output of little more than $50 of which some 70
percent enters perscnal consumption and supports a standard of living close
to bare subsistence, This output reflects an underdeveloped agricultural
economy in which the farm population is able to support only one-fifth of
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its numbers in non-farm pursuits. Limited natural resources and a lack of
capital goods have resulted in an extremely low level of lebor productivity,
the ostimates indiceting a gross output per worker in 1953 of about $550

in industry (including handicrafts) and $85 in agriculture.

The GNP is computed to have risen by about 40 pércent between 1950
and 19564, reflecting increases in the physical output of agriculture and,
particularly, industry and also; a vast mobilization of an underemployed
lebor force to implement the government, military, and construction programs,
Over one-half of thls increase was drawn off by the regime to expand its
military, administrative, and ihvestmant programs.,

Personal consumption also increased by 20 percent, or, allowing for
& 6 percent increase in the population, by 13 percent on a per capita basis.
The incréase in communal services represented by the government'!s outlay
for education, health, and culture expanded consumptlon By 5 percent, while
the movement of some 25 million persons from rural to urben areas, where
the standards and costs of living are both higher, further increased con-
sumption by some 5-10 percent. Excluding communal services, the differential
per cepite consumption in both rural and urban areas as estlmated has in-
creased little if any. '

‘Govermment outlays (excluding communal services) sre estimated in
1954 6 be over 2.5 times the level of 1950 and account fér 27 percent of
GNP, Gross investment which increased most rapidly“(td over 5 times the
1550 level) cdonsumed over 15 percent of GNP in 1954° reflectlng a yovernment
nolicy dlrected toward rapid industrialization.

Co’ Income by Seotor of Origin ?

1. ‘Agriculture, Forestry and Fisheries. It is estimsted that income
from agriculture, forestry, and fisheries reached a high of some $16.2
billion in 1952 showing an increese of 7 percent above the 1950 level end
declining slightly in 1953-54. ' This sector decrsased from 72 percent of
GNP in 1950 to 54 percent in 1954, These estimates were derived as follows:
1) physical output of grains wap estimeted to have increased betwsen 1950
and 1952 by about 5 percent but because of adverse weathsér conditions
declined to the 1950 level by 19543 2) subsidiary output was estimated to
have- 1ncreased at an annual rate of roughly & percent between 1950 and 1954
due to the 1nceqt1ves arising from government prayrams and the improved
' dxstrlbutlon network for native produce, '3) 1953 urban prices near ‘producing
areds of major commodities were used to value physical output, 4) the value
of odtput and the statement that subsidiary produce constituted 1/3 of
farm income in 1963 was used as the gross value base; end 5) gross value
for other years was determined by applying the estimeted indices of grain
and subsidiary output to the respective walues for 1953, The sabove income
compllation attempts to correct for the bias resulting from Chinese
Communist estimates which, for example, show an increase of 9 percent in
gross agricultural output between 1952 and 1954 and a continuous increase
in grein output totaling 27 percent between 1950 and 1954, The Chinese
Communists admit that agriculturel statistics even now are estimated from
incomplete but more adequate date then existed in previous years. Moreover,
subsidiary outpubt, by its very nature difficult to estimate under any
circumstances, was undoubtedly underestimated in the first few years before
the Chinese Communists consolidated their stetistical organizations.

Income from agriculture in 1952 was probably slightly above that of
1936, Estimetes shown in Table: V indicate %that 1950 agricultural income
exceeded that & 1936, It is believed, however, that prewar physical output
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statistics for grain account for only three-fourths of actual output and
thet subsidiary output and miscellaneous occupations of farmers were
estimated at perhaps two-thirds of their value. Moreover, the estimsted
1936 agricultural income does not include Manchurie, Jehol, Tibet, and
Sinkiang (total estimated income in these areas is included in the category
"other services" in Tebles III and ¥ )« Therefore, income from agriculture
for 1936 was probably underestimated by sbout one-third. Since population
possibly inecreased slightly during these years, per capita income from
asgriculture mey have been somewhat less in 1952 than in 1936,

2+ Industry and Constructions The income from the industry and con-
struction sector of the economy 1s estimated to have reached $6,6 billion
in 1954, amounting to 2.75 times the 1950 level, and accounting for 22
percent of 1964 GNP, compared to 1l percent in 1950, These estimates are
based on an estimate of income from construction determined by the size
of the labor force used in construction and from Chinese Communist fipures
for 1953 physical output and wholesale prices of mejor commodities, and
indides:of physical output. Chinese Communist figures for gross production
value in 1962-54 are used without modification but the value of handicraft
industry in 1950-51 is estimated as equal to that of 1952 to adjust for the
bias resulting from the probasble underestimation by the Chinese Communists
of the output of this widely scattered small-unit type of operation during
the years before the establishment of the State Statistical Bureau. The
nature of handicraft industry is such that it is likely to contimue in
operation, though on a somewhat reduced scale, provided political disorder
“or military activity do not directly effect the day~-to-day movements of -
the local populace. Such was the case in China after 1949, Moreover, the
Chinese Communists did not follow a positive policy of encouraging small-
scale producers, suggesting that this type of industry did not expand as

repidly as is indicated by the official estimates,

The large increase in income from industry (excluding construction)
%0 a level in 1954 of 2.5 times that of 1950 reflects Chinese_Communist;
econonic policies directed toward restoring demaged plants and expanding
the capacity and output of modern industry. -Since 1952, income from
industry hes increased more rapidly (71 percent) then gross industrial -
output (54 percent), partly because of the inereasing proportion of
end~use 1ltems and partly because of increased labor productivity which,
official statistics show, increased 29 percent in state-owned plants
between 1952 and 1954, -

3+ Income TIrom Other Sectors. The income from sectors other than
industry and agriculture was estimated for 1953 from fragmentary data,
chiefly from the labor force and budget data, and in some cases, arbitrary
assumptions, as discussed in the appendix section "Notes on Estimates of’
Income from other Sectors." For the years 1950-52 end 1954, the income
from transport, communicabtions, trade, finance, and other services is an
undivided residual obtained by subtracting the income from agriculture end
industry from the estimeted total GNP, .Based on these estimates the msjor
-components are estimated for 1953 as followss . - . ;
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In billion In billion Percent of GNP

' . T Yuan dollars = at factor cest
Transport. and communiéaﬁions ; ‘1 h >1;9v 0.8 3
Trade and finan;e‘ ; E : 8.4 Bed 11
‘Income froum government . 4,9 - . 1.9, 6
 Administration - - 1.6 ' 06 - 2
Mi].itafy : 1.8 6.7 2
'Eduéationwand healthA ; 1.6 ' OPL 1
Other L05 0.2 1
. Rent and other serwvices fg 243 0.5 - 3
Profits and taxés not othe;wisqg _ :
shown in the estimated GNP ! 2.1 - 0.8 -3

{

The total income from these sectors doubled between 1950 and 1954
reflecting the nature of the services as dependent upon agricultural and
industrial output as well as a consclous policy designed to encourage trade
by government agencies and ooopexatlve34
D. GNP By Uso ;

o . . \

1. Consumption. Personal.: consumptlon (:nc]udlng cotinunal services
previded by the government) aggregeted $21.5 billion in 1954, having de=
creased slightly from 1953 but 'still 20 percent higher than in 1950,
Excluding the value of govermment-provided communal servioes, the increase
in personal consumption amounted to .about 15 percent between 1950 and 1954,
The estimates of personal consumption for 195062 and 1984 sre based on'a
swmation of income from agriculture minus taxes, urban rotall sales as
reported by the Chinese Communists, estimated value of personal . sorvices
and rent, and the value of commmel services as reported in the government
budpets adjusted for price changes. The 1953 estimate of personal consumpe
tion is derived as s residual after deducting all other expenditures; as
reported in the government budget fxom GNP 88 estimated Prom the sum of
income by sectors. : :

Rapid urbanization accompanying the industrialization progrem increased
the value of consumption by the greater costs of distribution for food ‘and
the higher value attributed to ‘other goods consumed in urban areas con=
trasted with the velue of a similar basket of goods consumed in rural areas,
Yoreover, the government progrem designed to reduce costs by decreasing
per unit input of rew materials for such items as cotton ysrn, edible oils,
and flour has resulted in & reduction in the quality of end-products
which is probably not reflected in velue estimates figured in constant
dollars. Nevertheless, there was an increase between 1950 and 1953 in
real per capita coasumption, especially in the urban areas. The grain
nationalization program, however, inaugurated in November 1963 and the
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higher quotas subsequently placed on compulsory seles of cotton and oilseeds
to government purchasing agencies reduced per capita consumption in 1954
compared to 1953 by at least 2 percent, probably having the greatest impact
in 1954 on the rural populations The rationing program which started in
1954 and 1is contlnuing this year is designed to llmlt consumption of food
and clothing mainly in urban areas,

Consumption as a component of GNP dropped from 85 percent in 1950 to
72 percent in 1954 reflecting the effect of Communist China's mobilization
of savings from domestic sources to finance most of that country's industrial
and military programs,

2. Government Oubtlays

a. Deflation to 1953 pricos. The index of the state purchase
price of grain was used to deflate to 1953 prices all data from the goverhn-
ment budget reports for 1950~63. No adequate price indices of overall
price chenge or changes in sactors of the economy have been published since
1952 when publication of the North China wholesale commodity price index
and its components ceased. Various fon, or values for bhaskets of commodities,
such as the parity deposit units, and v wage units in different cities, and
the Victory bond unit have ‘been reported on a'continuing basis. The .
former differ in value and in rate of increase for different cities, Mbre-
over, all of these units understete the price increase for the period
1950 52 as shown by the North China index. Compared to these other indices,
the state purchase price of grain most closely approx1matws “the North Chlna
index for the years when that was availables

Index 1952
(1950 = 100)

North China wholesale

commodity price index 126
Purchase price of grain 123
Victory bond unit 120

Shanghei parity deposit unit 102

.No price adjustment was made for 1954 since there appeared to be a hlgh
degree of price stab111ty during that yesar.

: bs Total outlays. The Chinese Communist government between 1950
end 1954 repidly increased the role in the national’ economy of direct -
government expenditures spending about 15 percent of the GNP in 1950 and
27 peroent in 1954,1 “xpenditures by government enterprises, which rapidly
expanded their part in the country's total production and trade (e.g,, from
about 40 percent of 1950 industrial output to nearly 60 percent in 1954)
added immensely to the government's laverage in directing the allocation
of the nation's resources.

1, If expenditures on education, health, and propagandas, which are
shown in Table IV as a part of consumption, are included the govern-
ment spent 17 peroent of the GNP in 1980 and 32 osercent in 1954,

esag.,
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cs Investment. The economic development programs. instituted by.
the Chinese Communist regime are reflected in the rapid increase in
expenditures for national economic construetion (shown as gross investment
in Tebles IV and VI), which in 1954 were over five times the laevel of 1950
and hed increased from less than 5 percent of GNP in 1950 to over 15:.percent
in 1954, :

Estimates of rross investment are based on the category "national

economic constructicn" in the government budget. This category mey not

" be econdeptually the seme as gross investment since certain expenditures
are unexplained, However, no estimate of rural investment by peasants or :
private urban investment is available because of lack of data. The budgetary
catopory "national economic construction" is used only as an indication of
the level of total investment although it probably overstetes gross invest=
ment by the 7overnment sector and may overstate somewhat the total 1nvest-
ment by all sectors in Oommunlst China. -

Industry in 1954.aocounted.for nearly one-half of government expendi-
tures for national:economic construction compared to alightly over one-third
in 1950. DNearly 90 percent of industrial investment in 1954 was spent for
expansion of heavy industry. Transport.end communications are also heavy
outlets for investment, while investment in sgriculture, forestry, and
water aeonservancy, though inereasing in yuan value, has not inoreased since
1950 45 rapidly as investments in other segments of the economy.

de Other expenditures. . Allocatlons for mllltary, administrative
and miscellaneous functions have. expanded at approximetely the ‘same rate
as GNP for the years 1950-54, with military expenditures accounting for
between 7 and 8 percent and all other expenditures for about 4 percent of
G2, Military oxponditures for the prosecution of the war in Korea during
1951 increased to nearly 10 percent of estimated GNP for that year.,
Administration and miscellansous, expenditurss reached over 5 percent of
1953 GNP probably as e consequence of an overexpsnsion of personnel in
planning and supervising the economic program, but decllned in 1954 to the
percentage of 1950~52. o “

The Chinese Communists in 1954 spent about $2.3 billion for the
military establishment compared to $1.56 billion in 1950 (estimated in 1953
prices), The costs of feeding and c¢lothing military. personnel are estimated
at about §700 million for 1953, an emount which in constent prices has
probably changed.little during the period. Thus, the announced:budgets
reflect a considerable inerease.in expenditures:for equipment and materiel,
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Table I. COMMUNIST CHINA'S GROSS NATIONAL PRODUCT
BY SECTOR OF ORIGIN, MARKET PRICES

Agriculture, Industry  Transport
forestry, and con- and commu- Trade & Other

and fisheries struction qications finau;e Services Total
A. In billion 1953 yuan . \‘\WW’MW/

Cwso o 37.8 7.8 T e Sh .l
1951 38.5 9.k T 62,0
- 1952 “40.6 12.2 16.3 v 69.1
1953 40.6 175 1'.'-9 8.4 9.3 TT.7
195L 40.5 s TR T 794
1950 69.5 k.3 16.2 100.0
1951 62,1 15.2 . . 22.7 100.0
1952 58.8 17.7 23.6 100.0
1953 52.3 2.5 2. 10.8 12.?‘ “100.0
1954 | 51.0 26.8 ;2\'; 100.0

C. Index 1950 = 100 - — . |
1950 100,0 100.0 100.0 100.0
1951 101.9 120.5 160.2 11k.0
1952 1074 156.4 - 185.2° 127.0
1953 107.k o2k.h Soepe.t 1k2.8
1954 107.1 273.1 T00.0 1};6.0

a., Basic data and detailed estimates may be found in the Appendix to

Estimate A. The total GNP for all years except 1953 (which is estimated

in detail in the Appendix) is shaown in Teble II, footnote a.

.
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Table II. COMMUNIST CHINA'S GROSS NATIONAL PRODUCT BY USE,
f MARKET PRICES
Consumption®
(including : N - .
communal Gross Militar Administration
services) investment™ outlays and other Total
A. Billion 1953 yuan |
1950 6.5 2.3 3.7 1.9 5k b
1951 50.2 3.9 5.7 2.2 62.0
. 1952 53.6 8.2 b7 2.6 69.1
1953 59.6 8.6 - 5.7 3.8 7.7
1954 58.3 1@.3 5.8 3.0 79.4
B. Percent
1950 85,5 h.2 6.8 . 3.5 100.0
1951 81.0 $.3 9.2 3.5 100.0
1952 7.6 11.9 6.8 3.8 £ 100.0
1953 6.7 11.1 7.3 4.9 100.0
1954 73 .4 15.5 7.3 3.8 100.0
C. JIndex 1950 = 100
1950 100.0 106.0 1100.0 100.0 ~100.0
1951 108.0 169.5 154.0 115.8 11k.0
1952 115.3 356.5 127.0 . 136.8 ~127.0
1953 128.2 373.8 154.0 200.0 - 142.8
1954 . 125.4 5347 " 156.7° "7 157.9 146.,0
(Pootnotes next poge.) ~ b,
 —

!
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(Footnotes to Teble II continued)

2. Based on the pattern of expenditures in 1953 and agricultural income for
each year, the estimated personal consumption expenditures for 1950-54
- are as follows:

(In billion yuan)
1950 1951 1952 1953 1954

Income from agriculture 37.8 38.5 40.6 40.6 4o.5

Less: Tex in kind (estimated
from base 1953 and adjusted

values in Teble V) 3.7 3.6 4,1 4.0 L.9
Taxes on timber and
aguatic products - 0.1 0.1 0.2 0.2
Farm consumption (home and
purchases) _ 34,1 34.8 36.4 36.4 35.4
Urban sales by trade 9.0 11.5 12.3 16.0 17.0
Income from persounal
services (constant) 0.5 0.5 0.5 0.5 0.5
Rent {constant) 1.9 1.9 1.9 1.9 1.9
Communal services (from the
budget) o 1.0 1.5 2.5 3.4 3.5
Total 46.5 50.2 53.6 58.2 58.3

It may be noted that the estimate for 1953 differs from that shown in
the body of the table (59.6)which was derived as a residual by subtracting
the budgetary data from GNP as estimated by & summation of sector incomes.
The larger figure is used for 1953 since the following sources of income
(estimated in the appendix) for personal consumption indicates a slightly
higher level than is found by the above method:

(Footnote a continued
next page.)

omem
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(Footnote a to Table II, Continued)

il

(In billion yuan)

From agricultural income

Home conswuption . 21..3%
Purchaées from trade : 15.1
‘Subtotal ' . 36.4

Other sources of income

Wages : 17.1

Industry 8.1
Construction 0.6
Transport and communications 0.4
Trade ' 3.0
Finance Co 0.1
Government adminlstration 1.6
Military personhel 1.8

Educational and health

employees 1.0
Workers in other enterprises 0.5
Net income from private

industry and trade 1.9
Income from personal services 0.5
Rent. . . 1.8
Communal services (budget) 3.4
gubtotal L o2b.y

Total income available for consumption

and savings 61.L

b. As reported in the Chinese Compunist budgets and adjusted for price
change in Table V.
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Table IIT. CHINA'S GROSS NATTONAL PRODUCT BY SECTOR OF ORIGIN,
FACTOR ¢OST®

Agriculture, Industry Transport
forestry, .  and con- and commu- Trade & Other -
epd fisheries struction nications finance Services Total

A. Billion 1953 »yuahb

1936 15.6° 2,70 0.2° 6.3° 3.7 28.5°
1950 37.8 6.0 “\‘“'”*fwwéféﬂﬁ~w-‘*"*"‘”““' 52.6
1951 38.k 7.3 .1 59.8
11952 4o.5 9.5 16.3 66.3
1953 Lo.h 13.4 1.9 8.} 9.3 . T3.4
1954 10.2 %5 76 T 3
B. Percent
1936 5k .7 9.5 0.7 Lo22,1 13.0 100.0
1950 71.9 1L.L 1897 T 100.0
1951 6l .2 2.2 23.6 100.0
1952 61.1 1.3 2h.6 100.0
1953 - 55,0 18.3 2.6 11 12.7 100.0
1954 'éu;l 22.2 e 23.7"m-‘\__“"”%r' 100.0
C. Index 1950 = 100
1950 100.0 100.0 100.0 ' 100,0
1951 101.6 121.7 160.2 113.7
1952 107.1 158.3 185.2 126,0
1953 106.9 - 223.3 222.7 139.5
1954 106.3 275.0 200.0 141.3

(Footnotes next page.)

e R
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(Footnotes to Table IIT continued)

a. The values for 1950-54 of agriculture, fox‘estryi, and fisheries, and
Industry and construction in this teble are less than is shown in
' Peble I by the amount of the commodity taxes. collected from each sector. -

b. All 1936 values are in billion|Chinese Netional dollars at 1936 prices,
as estimated by Ta-chung Liu, China's National Income, 1931-36,
Washington, 1946. The categories are only roughly comparable to the
1950-54 estimate. Major discrepancies arige from the fact that Manchurian

“income (as well as that of Sinkiang, Tibet, and Mongolia) was estimated
only on the basis of populetion using per capita output of China proper
ag a guide. The contributions of all sectors other than "Other services"
are understated by inclusion in that sector of all income in Manchuria
and other arecas mentioned above. The total value of income in these areas
(cN $2.6 billion) is low in relation to China proper (cW $25.9 billion)

. and understates the nationel income of China in 1936. Moreover, there
are conceptual differences between the 1936 estimate and that of 1950-54.

- For example, the 1936 estimatel is based on a Tactor eost conecept which
excludes indirect taxes and depreciation, whereas the estimates for
1950-54 factor costs exclude only indirect taxes.
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Table IV. COMMUNIST CHINA'S GROSS NATIONAL PRODUCT BY USE,
FACTOR COST
Consumption®
(including
| serviess) nvestment® outiest ' mnotmer™ ot

A. Billion 1953 yuan

1950 -4k .8 2.2 | 3.7 1.9 - " 52.6

1951 48.3 3.6 5.7 2.2 - 59.8

1952 51.0 8.0 ho7 2.6 66.3

1953 55.8 8.1 5.7 3.8 73 .4

1954 53.8 1L.7 5.8 3.0 4.3
B. Percent

1950 85.2 L.2 7.0 3.6 100.0

1951 80.8 6.0 9.5 3.7 100.0

1952 76.9 12.1 7.1 3.9 100.0

1953 76.0 11.0 7.8 5.2 100.0

1954 2.k 15.7 7.8 h.0 100.0
C. Index 1950 = 100

1950 100.0 100.0 ©100.0 100.0 100.0

11951 107.8 - 163.6 154.0 115.8 113.7

1952 113.8 363.6 127.0 136.8 1126.0

1953 12k .6 368.L  15k.0 200.0 139.5

1954 120.1 531.8 156,7 157.9 141.3

8. The value of consumption shown in this table is less than that shown in
Table II by the amount of commodity (or commodity turnover) tax collected
on aquatic products and consumer goods from light industry. The commodity
texes levied against heavy industry sre used to reduce the value of gross
investment as shown in Table II. ‘ B ’ C '
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Teble V. CHINA'S: GROSS NATIONAL PRODgCT
(In billion 1953 dollers)

A. By Agriculture, Industty Transport

sector of - forestry, - and con- and commu- Trade &  Other

origin and fisheries struction nications finance Services Total

1., Maxket pricen \ _

s N \"Qﬁ-—,m__“\‘ —— /
1950 15,1 3.1 3.5 21.7
1951 15.4 3.8 5.6 4.8
1952 16.2 4.9 6.5 27.6
1953 16.2 7.0 0.8 3.k 3.7 31.1
- o ———————— v,w'mw' .

1954 16.2 8.5 7.0 31.7

2. Factor cost
1936 10.0 1.7 0.1 4,0 2.l 18.2

Lo . . : \"""""'"""m"v —— >
1950 15.1 2. 3.5 =" 21.0
1951 15.4 2.9 5.6 23.9
1952 16.2 3,8 6.5 26.5
1953 16.2 5.3 . 0.8 3.k 3.7 29.h
e

1954 16.1 6.6 7.0 4 . 29.7

P ' Gross T TMilitery  Administration

B Consumption investment outlays end other Total

1. Factor cos?t

1950 17.9 0.9 1.5 oo 0.7 . 21.0
. 1951 19.3 Lk 2.3 .. 0.9 23.9
1952 20.k 32 19 1.0 26.5
1953 22,3 3.2 2.3 RN 29k
195k s h 23 . 1.2 T 29.7

a. An exchange rate of ¥ 2.5 to the US dollar ig used for all years except
1936. The 1936 Chinese national dollars were converted to 1936 Us dollers
at the rate of CN $3.3 to 1. 1936 US doller values were then multiplied
by 2.1 to reflect changes between 1936 and 1953 in purchasing power of - -
the US dollars. :

E——
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(in billion 1953 yuan)®

NDITURES, 1950 - BUDGET 1955

: S Budget
1659 1951 1952 1953 195k 1955
Total Revenues 8.6  1k4.5 18,9 = 21.8 26.2  28.1
A1 taxes 6.5 9.1  10.5 12.0 13.2  13.8
Agricyl%ﬁral taxeé .2.5 2.4 2.8 2. 3.3 2.8
Indusfrial and
commercial taxes 3.9 6.6 T 9.3 9.0 10.0
Other taxes - .1 3 e .9 1.0
Revenue from state enterprises 1.1 3.4 6.2 T.7 10,0  11.1
Revenue from banking and
insurance operations’ b .6 .2 .5 3.0 3.2
Other revenues 6 1.h 2.0 1.6 - --
Surplus_(£) or deficit (-) - fFie2 fo 43 L6 1.7
Total expenditures 9.0 13.3 18.0 21.5 24 6 29.7
Gross investment - 2.3 3.9 8.2 8.6 12.3 1h.2
Social, cultural, and | '
educational projects 1.0 1.5 2.5 3.4 3.5 3.8
National defensc 3.7 5.7 b7 5.7 5.8 7.2
Administration 1.7 1.9 1.8 2.1 2.é vo2,2
.2 3. .8 1.7 8 2.3

Other expenditures

a. Price adjustments to the current revenues and e

the budgets for 1950-52 (Table
the following indices of the p

years 1953-55 are unadjusted.
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IIT. ESTIMATE B OF COMMUNIST CHINA'S GROSS NATTIONAL PRODUCT.

A. Conclusions

1. Trends in GNP. Presented in Teble A-1 are indexes of Communist
China's GNP by major sectors of origin for the years of 1936 and 1950-1955.

GNP in 1952 was 23 percent greater than in 1936. This implies an
average asnnual rate of increase of about 1.3 percent over the 1936-52 period.
No estimete of the rate of population increase is possible over the pericd
from 1936 to 1952, but 1t is probable that per capita GNP vas little greater
in 1952 than in 1936. The average annusl increase in GNP from 1950 to
1955 was sbout O percent. Independent estimates of the growth of GNP by
sector of origin and by end use were made. The sector of origin estimates
are based on e much larger amount of data then are the end-use estimates
and are believed to be more reliable. - :

2, Trends in the Composition of GNP by Sector of Origin. Bstimated
gector values expressed in 1952 Chinese prices are presented in Table A-2.
Since agricultural output has remeined relatively constant while the
output of modern industry, modern transportation, construction, and
government has increased rather: rapidly, the sector composition of GNP
reflects a steadily growing proportion of output originating in these
latter sectors and a decline in the proportion of output from the
agricultural sector. Thus, the agricultural sector has declined from
about 57 percent of GNP (in constant prices) in 1936 to about 43 percent
in 1955, while industrial output has risen from 10.5 percent of GNP to
18.5 percent during the period,. and modern transportation from 1 percent
to 3 percent.

Chenges in the sector distribution of GNP in current prices vere not
estimated. It is known, however, that agricultural prices were lower
relative to prices of industrial goods in 1952 than in 1936. This was
a result of the heavy demands of the industrialization progrem in 1952,
and the ‘deliberste price policies of the Chinese Communist. government.
The percentage decline of agricultural production relative to industrial
production from 1636 to 1952 would therefore be even more marked if
current prices were used. f

On the other hand, the use of constant 1952 prices probably exaggerates
the relative decline in asgriculture's share (or the increase in industry's:
share) of current resources after 1952. As output of producer goods
rises and as urban demand for agricultural products increases in the face
of relatively small increases in agricultural output, prices of industrial
products dre likely to fall in relation to those of agricultural products. .

The pricing method also has-an effect on the calculated growth of GNP.
The weights applied to the individual GNP sectors (which grow at -
differential rates) for the purpose of estimating the total GNP are
determined in part by prices. The prices of industrial products relative
to those of agricultural products are higher in 19352 than in 1936.
Therefore, the use of 1952 prices resultsin a higher growth rate for GNP
than does the use of 1936 priccs.

From 1950 to 1952 GNP increased at an average annual rate of 13.5
percent. The increases in these two years, however, started from a
level slightly below the 1936 GNP, and probably substantially below the
best pre-Communist years. In large part this period was one of restoring
output to pre~Communist peak levels. Pre-Communist peaks in the output
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of modern transportation, construction, and the government sectors vwere -
exceeded somevhat prior to. 1952, but it wos not until carly 1952 that.
total output reached levels achieved in pre-Communist periods. Much of
the increase in GNP from 1950 to 1952 coan be considered the result of
the unificction of the coumtry wunder one government and the restoration
of economic activity after the disruptions due to the Japancse war and . |
the civil war that followed. : :

1953 GNP at 1952 factor prices incrcased 6 percent over 1652 but in
1954 floods caused a drop in agricultural output which held the increase
in GNP to about 4 percent. With a more normal crop year cxpected for.
1955 +the increase in GNP is cxpected to be about 8 percent, or an average
annual increase of about 6 percent from 1953 to 1955

3. GNP by end use. The total GNP of Communist China ot market prices
was approximately 63.7 billion yuan in 1952  About T3 percent of the. -
total is estimated to be spent for consumer goods and services, not
including govermment and commercial services. Investment is about 15
bercent of the total, Military exponditures are o little over T percent -
and other government purchase of goods and services are about 5 percent.
Total government purchases of goods and services are about 12 percent
of- GNP. ) -

It 1s possible only very roughly to consider trends in the Chinese
GNP by end use. A consumer goods and services index bascd on the
estimated pattern of consumption expenditures.in 1952 hag bheen calculated.
The pattern is derived from the distribution of the gross value of 195&
output between consumption and other uscs and is applied to the appropriate
production indexes to obtain an index of cansumption. Budget figures
provide a fairly accurate measure of government purchascs of goods and
services. The budget data was deflated to constont prices by a whole-
sale price index.  Investment in 1952 was distributed between basic
construction and related investment, working capital and private
agrieultural investment. The inventories component was moved by ‘an
index of private trade, agricultural investments by the agricultural
index ond other investments by an index of availlable investment goods
for 1850-1955, linked to 1936 by an index of ccment production. This
investment index is extremely crude, and is prébably the least reliable
of the threc indexes of end uses. : : o

The index of GNP at market pbrices computed by welghting the. end-use
indexes with 1952 valucs does not vary significantly from the GNP index :
at factor prices constructed from scctor or origin indexcs. The end-usc
index does demonstrate a slightly more rapid growth rate than does the
index by scctor of origin. The index. of GNP by end use shdws 1936 GNP
as 7T percent of 1952 output (compared to 81 percent in Table A-1) and
1954 output was 13 percent over 1952 (compared to 10. percent in Table A-1),
The . proportion of GNP used for military purposes ond other government
purchases (Table A-~3) shows a rise from 7 percent of GNP in:1936 to-

a 12.6 percent average in 1951 to 1955.7 Investment is shown by the
indexes to have risen from 10 percent in 1936 to 15 rercent in 1952, and
20 percent in 1954 This share of the total may be overstated, in terms -
of current prices, but budget figures indicate that the proportion of

GNP allocated to investment in 1954k is close to .double the proportion
allocated in 1950. : : L

4. Valuation of Communist Chinc's GNP in. US dollars. The usual
procedure for converting China's Gross Nationol Product into other
currencies is to apply the official exchange rate, which for nearly the
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whole of 1952 was about 2 yusn to 1 US dollar. In December, 1952, the
exchange rate was changed to sbout 2.35 yuan to 1 US dollar. At best
this conversion rate 1s an average exchange rate for goods entering into
foreign trade. It docs not reflect the relative prices of US and. Chinese
goods which do not enter foreign trade. Even if the exchange rate .vere
considered the best average conversion rate for total output it would be
inappropriate for .direct comparisons of various sectors of. the economy..

.Instead of the official exchange rate, therefore, a conversion rate
based on a cross-veluation of both the Chinese eand US GNP's in terms of
Chinese and US prices for the year 1952 was used. Many problems arlse,
however, in making such an international comparison of oubput.™

The first problem pertains to the adequacy of the GNP concept for
measuring the output of an under-developed country such as Communist
China. Errors in measuring theivaluec of Communist China's- output may
arise from failure to include all production and from the selection of
. inappropriate prices at which to impute value to non-marketed production.
A certain amount of imputation is involved in valuing US output but, the.
problems of measurement are much greater for Communist China where house-
holds perform many services that never enter the market and 80 percent -
of the population produces and dircctly consumes a major portion of: its .
own food supply. In selecting a price at which to value Chinese home
consumption it .1s necessary to adjust prices to eliminate the trade and:
distribution services that are not required. The megnitude of this.
adjustment is subject to debate.

A second -qualification attached to international comparisons of - :
output concerns the welfare significance of the GNP concept. Conclusions
as to the well-being of the Chinesc population versus the US population.
based on GNP measurements are questioned on a number of grounds including
the fact thet US residents arc paying for food distribution services not
required by the bulk of the Chinesc population and the US resident is not
necessarily better off because of the.greater market value of similar
foodstuffs. B ’

Another .reason for questloning the significance of an international
comparison of the US and Chinese GNP's 1s the possible understatement ..
of US output. Such understatement may occur becausc the. GNP measurement
does' nét fully reflect: higher quality of goods, greater diversification’
of production, frecdom of consumer choice rand other benefits of the ..
US economy. : i

The procedure used for converting Chinesc output ihto US dollars 1s
a cross-=valuation of goods and scrvices in Chinese and US prices. For -
each sector Chinese output was valued in US dollars and in a very rough .
way . the. output of goods and services in the United States in 1952 were
valued at Chinese prices. The. valuation of the Chinese sector in dollars
indicates that percentage of US resources which would be devoted to
duplicating the quantitative output of goods and services in China.
The difficulties of such comparisons are great even when comparing
corresponding sectors of GNP. This type of inter-country comparison,
suffers in thet if the United States were in fact duplicating China's
output, resources in the United States would be allocated differently .
than they are, with corrcsponding differences in US prices. Conversely,
the valuation of the US sector output in Chinese prices reflects.the
reletive scarcity of many commdditics in Chine that are produced in large
quantlity in the United States, and so the yuan value of most of the US . .-
sectors reflects a scale of production which is far short of what the US
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economy actually achieves and which involves high unit costs. Unit
costs, in addition to reflecting the small scale of production of the
US bill of goods in Communist China, are higher or even prohibitive
due to the lower level of technology and the lack of capital. While
both comparisons have their weaknesses the wmore telling ones are
ascribable to the yuan valuation of US output.

Table A-l summarizes the results of the scetor conversions. The
differences between the sector ratios for the US and for the Chinese
bill of goods are moderate except in the case of industry. In the case
of the industrial sector the US dollar is worth almost two and a half
times as meny yuan for the US bill of goods as for the Chinese bill of
goods. The empirical and conceptual difficulties of determining the
quality and amount of services rerformed raise serious questions concerning
the high dollar value placed on Chinese services and the low yuan value
placed on US services. Largely because of these two factors, the total
Chinese GNP is valued at 64 billion dollars in terms of the average
conversion rate for the Chinese bill of goods and at 25 billion dollars
in tevms of the average conversion rate for the US bill of goods in
yuan. This range is cxtreme and no particular conversion rate can be
regarded as more meaningful or appropriate than the other for all
purposes. A scctor by sector comparison is more useful and would be more
meaningful than the use of the official exchange rote for the sector
concerned. The exchange rate of about 20,000 yuan thot prevsilled for
wost of 1952 gives 34 billion US dollars which is in the lower half of
this extreme range for the dollar value of China's GNP,

————
Approved For Release 1999/09/21 : CIA-RDP79T01149A000500010005-6



arok snotaaxd

© : _ _— - JOAOQ 9SBIJOUT JUIDID
3 8 g 9 L 4
S : R S =]
e 61T 01T 790t 00T gee] oL L) (asod xo30:3 3e) @
S A oo s
S ) o
m TetT TTT © 10T 00T $g. w1’ 0g Gdnrﬁm
< 10T g6 . 00T 00T £6 fete] 96 ) T8
M o quoy B SIOTAJISE .msOmnmﬂ.mmom.A
o
<t B v : g o
= et an oogoT 00T 28 29" oy quatnIeac®
= ’ o
o 9LT 65T HET 00T 9g- g7 S uoTyonIgsudy
o N I~
o
Y m (s907AI9S SSOUTISH
< ) : . SNOSURTTOISTH PUR £UOTYIERIOASUBIL]
. 3) et s NOA .oo.a. 7l FA] 2ATqru SUTPNTOUT) w@,.ﬂm
m . T , . STOT)BD TUNWHOE
m 2gt 64T T€T 00T 08 £9 € pue uoT3eyIodsuBLL ﬁm@@
(<23 : =
o : o
o AR #ET qTT 00T Ll 09 9 Lagsnp
o : -
@ ‘PTSqNg TOIRY PUH
m HOT g6 00T 00T €5 o'e] 6 futystd ‘Axisagod ‘oInyTNDT.I
14 Q
5 . , — T
L 56T HG6T €667 . 2661 TG6T 0567 9e6T UTETI0 10308
[ : o s
~ R
2 3
Q. - o0 : 5
< I309-40LOVA-IV THNA0Yd - TYNOTIVH - SSOHD"S, VNIHD ISINAWWOD. ¥O4 SHEXAGNI HOLOES "1~V JTEVL M.



. : o 1 : ' ¢
00T 611 00T #°TL 00T 069 00T 19 00T T°LS 00T £°0% 00T 2°2§ (3800 Jo30®y 2%) AND T@30%
9 0°¢ 9 9% L Gy 9 1'% g .G°¢. g 0°¢ 9 1949 rmné
fe <2 € €2 L i T K2 ¥ 22 1 T'g K ¢z &My
W JUSYy % S3DTAJIDG mSomGSHrMWmHZ
o . 0
S9 9 9 S 9 2 9 6°¢ 9 € S qe € AT quem Aoy
o . 0
0
85 ¢°¢ S 2°€ 7w L'z £ o'z € I'T g 0T 2 6* zoSoEMmgou
. 8
M Ammvdﬂwm
= mmmmamdor mﬁOmroﬂ.den
S pur uotyeirodslRag
S mw.m 0et ST 0°1T 6T 9°0t ST 6°6 | ST %°Q ¢t £4 9t T°g 2AT9°U SUTPNTOUT) @mn_w
e . mgoaﬁmoﬂqﬁ%ﬂoo
<& @2 £ 61 2 9T 2 2'T g 0T 2 g T H° PUR TOTYBRIOASURL], F@@oz
(5}
=81 £yt 8T 9°'2T 9T T°TT T o6 €t 2-) TT 9°¢ T I ¢eg KzysKput
N [=2]
m mn%mﬂm
3% B 2 o €01€ o 6°TE 6% 6°TE 26 L-6z 56 102 LS of pue L1gsagod ‘oanyTnopady
® e -
. ﬂgﬂw °d SNT®BA qUIOISJ SNTBA JUS0IDJ oNT=A JUSOIB8g SnTRA JUBDIBD anTRA quUS82I3g mﬁﬂm> JUI0IDg SNTRA m
m 6G6T HG6T £€gsT 2¢6T 66T : Q%6T - oC6T ursag zofosg
—— - —

Approved For

(£ousaano mou - usnk UOTTTIq)
Ammuahn 2661 ut}

vy A R s

1500 ¥OLIVE Iy Bobﬁomm TYNOTIVN mmomw mZLZHmU‘ HmHZP)HEOQ "2-Y HIEV,

oy o

«r
=]

Approved For|R



CIA-RDP79T01149A000500010005-6

App';r‘?&éd For Release 1999/09/21 : CIA-RDP79T01149A000500010005-6

& i b
(sd0tad .Honn_ww,_ i)
67T 01T 90T 00T o] gL 9 UTETIO 103098 am XJpu
: . : =S

00® 021 00T  E1T Q0T 00T 00T /g gL 00T LL (sooTad 3oqIW 47) mzm TgC
2C ¢ LLT oe A 9T  0OfT ¢t 007 ¢t QL 6 ah o7 06 ﬁmmpmﬁé
ET O €ET €T 12T §T 6T 21 00 A e ] - 01 15 L it ssyByoInd uTuumrqaw,,,n
Souw lot L9 HOT 6 fo~ L 00T GL &g 8 Q ] mm goﬁ_._m.aﬁﬁ
- o : ‘ -

201 Xopul AJusdIsd XSpul 4quadIsd Xspul 2Ue0I9d H9DUlL qUL0I9d Xepul qUe0Idd XaDUl 2Us0I9d XIPpUlL W

766 €C6™ 56T 56T 0G6T oL6 ) m.

00T = 2667 <

(se013d 266T) HSN QNI X€ IONAOYd TVNOILLVN SS0¥D S, ¥NIHO LSINAWWOD *£-V TEVL



Approved For Release 1999/09/21 : CIA-ROP P8I 149A000500010005-6

29

TABLE A-4. COMPARISON OF AVERAGE SECTOR
CONVERSION RATES FOR CHINESE AND US BILL OF GOODS

1952
Sect@r . Communist . Average rdfg Communist Average rate Communiét ‘
Origin China's of conversion China's of conversion China's GNP.
GNP (bil- yuan per US GNP in yuan per US  in terms of

lion yuan) dollar for  US Prices .dollar for  yuan valuc of
Chinese bill (billion - US bill of © * US output -

of goods dollars) goods (billion
dollars)
Agriculture = 27.4 ' 1.16 23.6 1.3 20.9
Industry™  13.9 2.145 5.7 5.99 L 2.3
Transportation
and tele-
communications A
(including native
transportation . o ' , L
in China) 3.1 . '1.36 2.3 1.50 2.1
Construction®: 2.0 1.20 1.7 1.2 1.7
Tradc® 7.9 Sk 8 9k - 8.
Other servicces '
including rent 6.5 s 13.3 .69 9.4
Government 3.9 R 8.0 .68 5.7
Indirect taxes. 4.0 3.00 1.3 1.72 2.3
GNP at market a a
prices 68.7 1.07 64.3 2.70 5.4t

Including 2.7 billion yuan as the imputed value of farm home processing
of food and farm handicraft other than forestry ond fishing of 1.8
billion yuan

No breakdown of the types of services in the two countries was made.

Shows the average rate at which indirect taxes werc added into the
other sectors to secure total GNP at market prices

Estimated by weighting the average conversion rate as in column 4
by the distributlon of value added in the US. The sum of the sector
dollar values from column 5 is not a meaningful figurc in that it
involves a mixture of US weights within sectors and Chinese weights
between sectors.
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B. Estimate of Communist China's GNP it 1552

This estimote of GNP for Communist Chino is securcd in its broad out-
lines from aggregates found in Chinesc Communist statistics. Estimates
by sector of orlgin arc built up. from production estimates and available
prices and then iittcd into the broad agﬂregwtcs

l. Egtimatcs of GNP by bnd ﬁse. The end-use cstimatd of China's
GNP in 1652 1s basecd on four major components: announced retail sales,
the: government budget, the imputed value of farw home consumption,
and ‘estimates of house rent and mlscellancous ‘services. The announced
retall salés figure includes sales to consunicrs, sales of production
‘materiﬁls ‘to peasants, and goods sold to enterprises.for their own use
(vhich is said not to be large) These totols are subdivided into urban
and rural sales. The budget flgures foram the basc for estimotes of
government investment and government purchases. The imputed value of
farm home consumption 1s estimated indirectly by subtracting the value’
of imputed home production materials ond cash income (bascd on the rural
retall sales ficprg) from the estimated value of farm output at farm
prices. Finally, the estimatc of housc rent and milsccllancous consumer
services was mode on the basis of typleal rural and urban consumption
expenditures together with an estimate of the portion of the labor forcc
in these personal consumer sorviceu ’

Table A-5 summarizes the rcsults of thesc main components in
cstimoting GNP by cnd 'use. ‘
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TABLE A-5. ESTIMATE OF GNP BY END USE
- COMMUNIST CHINA, 1952
(In billions of yuan, current prices)

Consumption ecxpenditures
Consumer goods
- a . .
Farm imputed home consumption 2%1.27

Cosh purchases by farmers and others ; ,
in rural arcas oo 15.42

Iess: Purchases of raw materials15 tools,
and Investment items by farmcrs

Investment items 2.00
Raw moterials for agriculture and
supplenentary industry 3.19

Totol nonecogsumption cash purchases 2:12

Cash purchases in rural arcas of consumer goods 10.23
b

Cash purchases in urban arcas 12.25
Total purchases of consumer goods 43,75

Consumer services (other than government supported)

House rent® Rural 1.68
Urban 2.37
Miscellaneous consumer scrvices 2.h45
Total consumer services ' 6.50
Total consumption expenditures 50.25
Govermuent cxpenditures
Investment 8.13
Military expenditurcs 5.01
Education, health, and propaganda
ineluding student subsidics 1.78
Administrotive expenditurcs 1.57
Private investment on forms 2.00
Total GNP at market prilces 8.7k
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(Pootnotes to Taﬁie'A~5)

Q.

Obtained by deducting the fmputed value of lome produced production
moterials (4.77 billion yudn), gross fam cash income (10.20 billion
yuan) ond the valuc of agricultural taxes (3.63 billion yuon) from

- gross form. output (39.87 billion- yuan).. - -

Tnvestment cstimated ot 2 billion yuan o year for peasants out of
own incore in the Cormunist press. 8 percent of the value of farm
and subsidiary output as purchases of materials for current
production based on o study of Shantung rural income.. .

Bascd on income and cxpenditurcs studics of rural and urban-areas,

rent in rural orcas is cstimoted at 5 percent of net faim income and
11 percent of urban income: Seec Table A-6. '
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2. Estimote of China's 1952 GNP by 8cctor of Qrigin. The data on
which the end-use estimate -above is based can be reducced to estimates
of output and income originating for two broad scctors of the Chincse
econony: the agricultural sector, and the non-aglicultural sector.

a. Agriculture. Value added in agrlculturc was obtained by |
adjusting the official figure for gross farm output (%9.39 villion yuan)
in the following manner.

Gross agricultural output was revalued in terms of estimated
price received by formers, including the value of home processing.
This estimated volue of farm output is about 40 million yuan, 82 percent
of the official figure. The higher officicl valuation is belicved o be
based on the city price for unprocessed grain, or the produced price
for the eqgulvalent in processed grain, both of which include a transport
and trade markup, and, in the case of market sales, a processing markup
as well.

Estlmutcs of farm consumption of agricultural materials (c peclally
feed, sced, and waste), and of materials purchased from non-farm scctors
were deductcd

The basis of the cstimates of value ndded in ogriculture is
degcribed in the noteé to Table A-6.

ST —
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TABLE A-6. QUTPUT AND INCOME FOR THS AGRICULTURAL
_SECTOR, COMMUNIST CHINA, 1952
(billions of yusn ‘at current prices)

Gross Foarm Income

Gross Cash Incomd” .

10.20

Value of farm prodm:‘c:l.ori:L - 34.08 Less cash purchases -
Subsidiary industry 5.7 of production . i
T 36,87 materials 5.19
Less: Net cash income ' 5.01
Imputed value of S : C
home production Toxes '3.63
materials including . a e
seced, feed and waste L.77 Investment” . - 2,00
Cash purchases of : o I D D
production materials Lo Imputed value of b Co ek
other than investment : home consumption” . - 21.27
c : e
items _ 3,19
| T - o
’ S , o+ Income originating o
Value added by farm output 31.91 in farm output ‘ 31.91
House renﬁd _1.68 -, i s
; . Income originating: .
Total farm income ! 33.59 inecluding ront 33.59
a. Gross agricultural output at farm prices including home Processing.

This c¢stimate was obtained in the following manncr:

1. The value of gross agricultural outp
unspecifled prices, broken down be

was obtained from Chinese Communist announcements.
2. The value of food crop. production (26.13 billion yuan) at
unspecified priccs was computed on the basis of Communist announce -
ments that toxes on food crops were less than 7 percent of the value
of food crops and less thap 13 percent of totnl gross agricultural

output.

3. Food crop: output was cstﬁmated at 164 milli

terms of grain equivalents.
L. The rotio of the estimated value of food crops output to the
quantity of food crop output in metric tons is taken to be the
average price of food crops implicit in Communist announcements.

5. This implicit pricc was compared to data on retail prices and
While a sample of farm procurement prices
of the city retail price, the implicit

farm procurement prices.
averages about 65 percent
price is 87 percent of the

yuan per metric ton).

ut (48.39 billion yuan) at
tween farm and subsidiary output, -

on metric tons, in

average city rctail price (or 159,300°
The price implicit in the Communist annowice-

ments is probably, therefore, either the city retail price for
unprocessed-grain, or the producer price for the equivalent in
processed grain, and inecludes, both home processing and also some
transport, distribution and additional processing costs.
6. The imputed value of home processing was sssumed to be 20

percent of the farm procurement price for grain.

This put farm

prices, inecluding home processing at about 72 percent of the city

retail price and at 83 percent of the implicit price.

Allowing for

the fact that home-processing is probably less important for meat

and non-food crops than for grain,
farm price including home processin

Price implicit in Communist announcements.

;diiiﬁﬂih-

1t was estimated that the average
g was about 80 percent of the
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(Footnotes for Table A-6 - Continued)

7. The gross value of farm output including home pwocassing was, ¥
therefore, estimated at 80 percent of the value given in Communist
announcements. The value of subsidiary income in Communist announce -
m@nts was used without adjustments. . '

b. Estimated to be about 1h percont of the valuc of form crops ‘at
form procurement prices. , e

c. Estimated to be 8 percent of the value of farm and subsidiory output
on the basils of a study of rural income in Shantung Provinee.

d. Rent 1s estimated to be 5 percent of total farm income and 11 ¢
percent of urban income on the basis of income and expenditure studies.

e, Gross farm cash income (10.20 billion yuon) equals total cash
purchases in rural areas (15.42 billion yuen as given by a Chinese
Communist source - -see Table A-5), less the cxpenditure of persons
classified as rural but not primarily employed in agriculture
(estimated to be 5.42 billion yuan on the basis of employnent data)
plus estimated cash savings of 2 percent.

. Taxes on food crops are given as less than 7 percent of gross
agricultural output. Taxes on all crops are estimated at 9.1 percent
of gross output, This estimatec cxceceds the figure for agricultural
taxes included in the Chinese Communist budget by more than one
billion yuan, reflecting the diffcerence between the tax accounting
price and tho farm price used for valuing farm output.

g. Estimated at 2 billion a ycar in the Chinese Communist press.
h. Obtained by dcductiﬁg the imputed value of home produced production
materials (4.77 billion yuan), gross form cash income (10.20 billion

yuan) and the value of agricultural taxes (3,63 billion yuan) from
gross farm output (39.87 billion yuan).

T —
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b. Non«Agriculture. Income origlnating in the non-agricultural’"
sector is presented in Teble A-7, and provides a control figzure for
income originating in industry, cohstruction, trade, transportation,’
and government of 30.33 billion yuan: A series of indepcndent estimates
(which are discussed in detail in the following scction) of the components
of thils broad sector have becen mede assuming certain mark-ups for trade
and for commodlty taxes. The sum of the individual estimotes can be
campared to thls over-all control figure. These estimotes are presented
in Table A-8. The more detailed estimates were nocessary in order to
move the indexes on the basis of commodity estimates.

TABIE A-7. NON-AGRICULTURAL SECTOR
~ COMMUNIST CHINA, 1952
(billions of yuan at current prices)

Retail Sales 27.67 -

Sales tb government
for investment : “8.13

Sales to government
for scrvices and military

establishment 8.36
Total sales ~ . ' 4h.16 N
Less'

Purchosces from farmers

Taxes 3,63
Cash purchascs : 10.20

Gross value added for
producing sectors,
transportation, trade

and govérnment 30.33
Rent® | 2.37

Consuner| services
including those in
rural arcas by non-farmers 2.45
Income ;
originating 35.15 Total output 35.15

a. 11 percent of income after subtrocting total” gavcrnmpnt income
of 13.63 billion yuan.

b. Based on consumption expenditures for transportation, medical,
cducational, and recreational services; for domestlc and personal
services thc expenditures are based on estimated labor force in
these occupations.
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. TABLE.A-B., INCOME. ORIGINATING IN NON-AGRICULTURAL SECTOR
: (EXCLUDING. CONSUMER SERVICES AND RENT) ‘
- COMMUNIST CHINA, 1952 Co
(billiotis ‘'of yuan at current prices)
Sector . . v - .- _Gross Value Value Added
o (including -
indirect.
taxes)
Modern industry (except ,
food processing) - 17.66 _ 6.37
Food processing including :
neat sloughtering S : 8.52 . : - 1.00
Other hendicraft 3T L | T
Total industry :  3‘ 3&.32' ‘ < 9,Lh
Modern transportation end o .
telecommunicatlons . , - 1.19

Trade, native transportation

and other business scrvices '10.96
Construction . 1.95.7
Government 3.87
Indirect toxes . h;OO'

Total | 3};&EJ.‘-" ;‘~

The sum of the individual valuc odded estimates in the above table
is 3.5 percent higher than the control figure for those sectors presented
in Toble A-7. This difference is of such o small magnitude that the
value added estimates lend support to the control figure derived from
the end-use “estimate. .

_ﬂInythemcase of industry, the sum of computed gross values of .
industrial commodities was 16 percent lower thon the official figurc .
for gross industrial production. The difference between the sum of the
estimates and the official figure is probably due to the fact that part
of handicrafts output could not be directly measurcd and that the produccr
prices derived from wholesale prices may have been too low. The
official figure was, therefore, accepted as a measure of gross industrial
output. The independent estimote of value added by trade was based on
estimated markdowns of available city market prices and on state trading
charges as o percentage of total net commodity turnover in state trade.
A probable: over-valuatlon of trade results since State trade is
primarily wholesale trade where mark-ups are higher than in retail
trade.

‘Fofipurposeé of welghting indexes of output by sector of origin
in estimating changes in GNP, value added in trade was treated as a’

o
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residual category obtalncd by deductlng the othcr valuc added estimates
(from Table A-8) from the control figure (from Table A-7). The weight
of trade in the GNP index 1s therefore smaller than is indicated in
Table A-8. , _ o

3. Estimates of Components.of NonﬁAgricultural chtor

a. Modern sector. Wherever possible, the gross value of output
of the modern scctor was obta:ned'by pricing the physical ocutput of
industrial commoditics and serviccs

Considerable data are available on the output of leading
commodities in the modern industrial sector. These production Tigures
are subject to error, but are quoted regularly in the Chinese Communist -
press and, in many cascs, can be compared to prewar data. Pricer S
quotations Tfor produccr goods are fewer and less representative than
those for agricultural commodities and consumer goods. In the éase of
some metals, world prices are used to determine the price of domestic
output beeausc a substantial portion of the output of these¢ metals is
exported. Other 1lndustrial sub-groups could not be priced at all; their
gross valuce had to be estimatod in indirect ways. Thus, value added was
then obtained in several ways: | (1) the direct valuation of wages and
other factor costs; (2) the deduction of purchases of materials,
transportation services, ete., from gross value; and (3) using.pre-
Communist Manchurian analogy. In order to obtain a measure of ‘factor
cost the approximate value of indirect taxes wos subtracted from total
value added on the basis of commodity tax rates.

Direct estimates of gross value and costs were made for cotton

textiles, electric power, and iron and stecl. The gross value of
output for coal, petroleum, nonferrous metals, ferrous metals other

than iron and steel, industrial chemicals, cement, rubber products,
cigarettes, paper and pulp, ond printing, was dlrcctly estimated, but -
the percentage of gross value that is value added is based either on an.
analogy to Manchurian industry in 1941 or on independent estimates.
Enginecring output was valucd .on the basis of o Communist statcment that
it constituted 6 percent of .industrial output in 1952. . Weapons and
ammunition were valued in_dollars and then converted on the basis of an
cstimated yuan-dollar rutio for: such output. = Gross value of misccllaneous
textiles, ceramics, other thon cement, and chemicals, other than
industrial chemicals, was estimated on the basis of their probable

value in relation to those commodities within the general industry for
which direct estimotes had been made. Value added in modern transpor-

tation, and postal services and' telecommunications was obtained from ° -
its eatlmatod shore of gross revenuc. : -

B. Pood proccssznv Food processing was. estimatcd on the: basis-'

of inmputs.of agricultural food products available for processing.’ :
Twenty percent of the valuc of the food products to be processcd wos Vﬂj“
estimated to be value added~for .rice polishing and other grain milling.
Twenty percent of the value of grain consumed on thc farms Was imputed
as the value of farm home prOCu531ng. EERRRE - Ll

c. H¢nchrwft Estimato of handicraft tCthle pxoductlon ward”

bascd on data in the official bress. Paper output was available from a
produetion estimate. The remainder of handicraft output: was bascd on
cstimotes of the amount of materials.such as wood and hides going into
handicralt production. Value added was estimated as 30 percent of
gross valuc of handicraft output. .
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4. Trade. Estimates of price markups from producer prices
to market prices gave a basls for determining trade and distribution
costs. Data on the breakdown of state trading charges were used in
determining costs of native transportation, value added by trade, and
other distribution services. :

'e. Other Ustimates of value added. Value zdded by government,
construction, housing, and other services was estimated on the basis
of lebor force figures and data on income and typical expenditures.

L. Methodology for Valuation of Communist China's 1052 GNP
in US Dollars. Two sets of yuan-dollar exchange rates, for

categories, sectors and the GNP were obtained by valuing both the '
Chinese and US Bill of Goods in yuan and in dollars. Chinese production
of commodities in each sector was valued in US 1952 dollars. Where the
value of a sector was estimated from a sample 1ist of commodities the
ratio of the yuan total to the dollar total for the commodities _
included was applied to the whole sector. The difficulty of comparing
prices of commodities of comparable quelity introduces unavoidable
errors into this procedure. ILimitations of data on Chinese prices
also affect the reliabllity of this valuation. The use of price ratlos
obtained from gross value comparisons for application against value
added estimates by sector origin was another short-cut that also
lntroduces errors into the procedures used.

In valuing the US 1952 GNP in yusn, in many cases a simple unweighted
average of price ratios was applied against the total value of a sector
found in the Table on National Income by Industrial Origin in 1952.
This was taken as a rough substitute for valuing output commodity by
comodity. In order to make the US GNP categories comparable to the
Chinese data, the capital consumption allowence was allocated on the
basis of 60 percent to industry and 15 percent to agriculture. The
remainder was allocated according to the percentage of national income
originating in the sectors. It was necessary also to make certain )
assumptions for conversion of the indirect tax component of both GNP's.
Indirect taxes for China were converted in terms of the sector average
ratios for the commodities subject to tax. Sixty-nine percent of US
indirect taxes were converted in terms of the average ratio for trade
and 31 percent of the average ratio for industry. . _

'For modern transportation, a comparison of average railway freight
rates was used. . For comstruction a comparison of the cost per square
meter of construction of educational buildings was used. For trade
and distribution services and for government services comparisong of
labor force were used, adjusted for lower productivity of Chinese-
aivil servents. Sample prices for comparable services show a price
ratio three times greater than the ratio of comparative wage rates,
the US labor force in services was therefore, considered three times as
productive as that in China. Rental payments were compared on the
basie of average rents per room for low income groups in the United
States and Chinese urban and rural rents. In valulng services the _
comparison greatly favors Chinese .output because of the relatively -,
lower cost of labor in China and because errors due to qualitative
differences in output are even greater than for the. prroducing sectors.
The two conversion ratios for GNP are weighted averages of the séctor
ratios, the weights being, value added by sector in China and the US
respectively. ’ ' ,

.
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C. BEstimation of thc Growth of GNP

1. -Pfoduction Indexes by-Sector Origin

a. agriculture. The index of agriculture, forestry, aid fiéhﬁng
is an average of production series for primary food crops, meat and fish
welghted by 1952 priccs, of industrial:-crops moved by estimated
trends  in.output of raw cotton,'and'forest;yaproducts-movad~by;a,ﬂ
production series for-fuel wood and industrial wood. o '

Present cstimates are consistent with Commwmist claims.that food

output in"1952 was 8 percent highcr than in 1636. The Coumunists

claim greater increases in agricultural output for the years from 1949
.to 1952 than are indicated by the food crop!imdex. CItlis likely,
hawever, that the Communist statistics reflect increased coverage

for reports of agricultural output in addition to actual. incéreases in
agricultural output. The offlclal claim of a slight increasc 'in 195h
over 1553 is discounted becausc of ‘the cdmitted damoge done by the
extensive floods in. 1954, : ’ oo

: b: | Industry, The index of modern industrial output is a :
welghted average of production series for industrial commodities.
Recent Cormunist announcements provide the basis for estilmotes of .
production of pig iron, stecl, cotton yurn, cement, coal, machinc~-made,
pupcr, metal-working machines, ond e¢lectric power for the years from

. 1949 to 1954.% The onnounced iigures for coal, ccment, :and cotton yarn
secm to be high in relation to present estimates of Chinesc industiriol
capacity. Difficulties roised by recent announcements, however, are
not considered sufficient to rejoct the new output cstimates. Official
claims regarding increascs in output may refleet in part improved
coverage in statistical reporting for the comodities concerned, in
particular, output from what was formerly hondicraft production and not
counted in pre-Communist stotistics. To the extent that stotistical
coverage has been improved, these indexes overstate the industrial.’ .
growth that has actually taken ploce. B

Individual commodity -serics were weighted by 1852 prices in
computing indexes for industrial cotegories. The overall indéx for
modern industry was then obtained by weighting the category indexes by
the estimated 1952 valuc added. As percentoges of total value added in
nodeyn industry, these weilghts are as follows: nonferrous metols, 1.4;
ferrous metals, 13.1; coul, 10 3;. petroleum, 3,0; cléctric power, 9.0;
generol machinery, 4.7; clectrical equipment, 3.0; roilway equiphent,
1.8; shipbuilding, 2.4; weapons and ammunition, 4.6; food processing,
%.7; chemicals, 2.4; rubber products, 2.6; cement, limestone, and
miscelloncous minerals, 4.9  salt, 1.7; poper, 2.8; cigorcttes, 1.55 7
textiles, 21.0; ceramics, 2.9; and printing, 2.2. L o

c. Hondicraft, transportaotion, ond construction indexes. "The
index for food procussing ond hondicraft is an average of indcxes for
food crops, cotton yarn, and other inputs. It was estimated that 8o
percent of food processing was done in the handicraft ‘sector, ond 20
porcent in modern industry (Sce above). Postal serviccs and tele- S
communications werc moved by on index of cstimated gross revenue. The
index for modern transportation was based on series of tofi-kilometcrs .
of freight weighted by estimated valuc added in rallvay, wdter, and . .

* 1654 Figures are still in' a nurber of cases plon figures.
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highway transportation. The index ofvcement“pfoduction vas used as
a rough indicator of construction activity.

d. Index for %rade, Hative transportation, and Aistribution
services. The index for trade and related services is a

e e e ot i

hendicralt production. Weights are derived from estimates of gross
revenue in trade and transportation, excluding commodity toxes, and are
distributed as follows: agriculturej 47 percent; modern industry except
food processing, 22 percent; food processing, 23 percent; and other:.
handicraft, 8 peicent.

e. Government index  The index of government services was
obtained from indexes of service categories weilghted with their share
in the 1952 budget.

The military scrvices index was moved by the estimated number
of regular troops in each yesr, including adjustment for naval and air
forces. The index of administration was obtained by deflating
expenditures on wages of administrative personnel by mcans of a price
index. For educational, medical and cultural expenditures, budget
expenditures for 1950 to 195k were deflated by a price index. The
index Ffor 1936, however, was based on comparative figures for the
number of teachers, doctors, and other cultural employces.

. Index for house rent and miscellancous consumer services.
Rural expenditures for house rent and services were assumed o De pro-.
portionate to changes in rural income as measured by the agriculture,
forestry, and fishing production indecx. For urban rent and services,
the trade index was used as the best single indicator of trends in
urban income.

2. Indexes for GNP by End Use

a. Index for available consumer poods. An index of available
consumer goods was obtained by avernging series representing categories
of consumer expenditurcs. Weights were based on estimates of the valuc
of production of goods and scrvices entering these categories and on
budget studies. The following pattern of consumer cxpenditures was
calculated and served as welights for the individual series: food,;

62,0 percent; clothing, 10.9 percent; fuel, 2.2 percent; tobacco,

k.1 percent; wine, 2.7 percent; printing, 1.4 percent; other goods, 1.9
percent ; services, 7.5 percent; and vent, 7.3 percent. The food

crop index was used to move food, wine, and other miscellaneous
commodlty purchases. The yarn index was used for clothing, the coal
index for fuel, and the cigarette index for tobacco. Services and

rent were broken down into rural purchascs moved by the agricultiire
indexs .gnd~arbah purchases moved by the trade index.

b. Index for final sales to government. The index of final
sales to govermment was constructed from the some indexes as those used
for computing the index of income originating in the government
sector with the exception of military expenditures. The index of final
mllitary expenditures includes cxpenditures on military materials and
equipment. This category is moved by indexes of goods cssential to
production of military end items and other commoditles weighted by
‘their estimated use pattern.

Gl
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.¢. Index for investment cxpenditures.- The index for cement
output was used as an extremely crude indicaticn of trends in con-
struction and installation of ‘equipment for 1936 comparing with 1950«
1954, Budget provisions for working capital in 1952 were moved by the
trade index to serve to indicatc the yearly change in inventories.
Peasant ‘investment was moved by the index for agricultural income.
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IV, APPENDIX TO ESTIMATE A

_ SUMUARY BSTIMATES

Sumnary Tables A ‘and B below show in brief form the estimates of
income and cost components for egriculture and industry for the years
1950-64+ The 1953 income from other sectors is roughly estimated in the
text following the Summary Tables C and D of the 1953 value of output
from agriculture and industry end Summery Table E of income from government
enterprise and taxes for 19563, Detailed estimetes of the agricultural and
industrial production components for 1953 are shown in Tebles 1-€ while
similar information for 1950-54 in less detail is shown in Tebles 7-13.

Summary Tablé A

‘BSTIMATED INCOME FROW AGRICULTURE AND INDUSTRY, 1950-1954
: (In billion 1953 yuan)

: - C Prelim
2 . 1950 1951 - 1952 19563 1954

Agriculture:

' Gross output . 47,3 48,1  50.7 5048 5046
Deduct
20% of gross output E
for costs : 9.6 2,6 10,1 10,2 10,1
Taxes on fimber and
equatic products i insig o1 o1 o2 o3
GNP component at factor gost 378 3844 40,5 40.4 40,2
Industry
Gross outpub 17.4 2242  27.0 35.5 41,5
Cost of materials® . © 9.0 12,1 15,56 19,0 21.4
. Commod ity taxes ‘1.8 21 2.7 4,1 4,8
Other costs® 0,8 1.2 . 0.2 0.5 0.6
GVP at factor cost 5.8 6.8 846 11,9 14,7
Profits and depreciation ) ) ) 2.7 )
) 0.8 ) 1.2 ) 2,4 ) 5.6
Business and income taxes) ) ) 1.1 )
Wages and other labor income® 5,0 5.6 v6°2 8el 9l

a. Cost of materials are estimated in detail in Summary Table B, No
dete are avallable on changes in cost structure for the years 1950-52,
Official Chinese Communist sources report chenges in labor productivity
and costs of production in the state-owned industry for 1952.54 as
follows:

(Continued on next page) e
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(Footnates for Summary Table‘A; Upntinued)m

Index 1952 = 100
Increase in labor Decrease in cost

‘ _ productivity .. of production
1953 112 . " 9648
1954 129 9044

Using, the estimate in Summary Table B for cost of materials, labor, and

other production costs for 1953 as the point of departure, cost structure

in industry is estiated for 1952-54 by applying the above indices of pro-
ductivity and production .costs to the state sector and assuming no change inthe
btaer seotors of industry, The 1950 and 1951 eostimates assume a higher

cost of labor in relation to gross output (25% for 1951 and 2% for 1950

as compared to 23% for 1952) and that production costs total 85% of gross
value of .output in 1950 and 1951 (compared to an estimated 81% in 1952).

The follgwing table is based on the above data and assumpbionss

v Obher Total
Cost of Labor production production Gross
materials costs costs costs value
1960 9.0j 5.0 0.8 14,8 17.4
1961 ' ’ 12.1 " 5.6 1.2 18,9 2242
1952 1545 642 0.2 2l.9 2740
1953 _ 19.0 8.1 Q. 2746 3545
1954 21.4 9.1 046 3l.1 | 41,5 -
In percgnt of gross value ”
1980 | 52 | 29 4 86 100
1951 85 26 5 86 100
1952 ‘ 57 _ 23 1 ‘ 81 - 100
1963 . 84 - .25 1 78 . 100

1954 51 22 2 .15 .100
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Sunmary Table B

ESTIMATED COSTS OF MATERIALS FOR INDUSTRY, 1950-52 and 1954
(in billion 1953 yuan) "

1950 1951 1962 19654
Total value of output
Tobacco ol ol o3 o3
Timber ; .5 9 1,0 2.1
Steel ingot ' .3 .5 R |
Coke | A 2 .2
Acids and sodas ‘ o2 o2 3 WA
Non=-ferrous metals na ol »1 nea
Electric power o5 | o8 o7 l.gl_-.
Cotton yarn 1.8 240 247 Bed
Percent of output based on |
1963 distribution
90% of the value of flour and
edible oil output 0.9° 1.0 1.8 2.8
Ginned cotton less ¥ 0.7 billion 0.5 1.0 14 l.1
1/3 of the value of "other"
consumer £oods . 1e8 .. 2.0 1.7 267
Pig iron less ¥ 0,2 billion - 0.1 0.3 0.4
50% of petroleum output — 0.1 . 0.1 - 0.2
45% of coel oubtput ,_,_O.é 0.8 1.0 - 1.3
35% of salt output © 0.1 . 0.2 044 0.4
50% of paper output 0.1 0.1 0.2 - 043
Plus 204 for distribution . 1.5 2,0 2.6 . BuG..
Estimated cost of mateérials - 79,0 . 12,1 15.5 . 2l.4
aiGehi—
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Summary Table C

AGRICULTURAL COMPONENT (OF GNP, 1963
(In millions ¥)

Gross value of agricultural output 50,800

Deductions for feed, seed; and waste
in grains and oilseeds®’ 6,290
Intereét on loansP o 94
Chemiocal fertilizers® ' i 504
Other costsd S,8l2
Subtotal ‘ ; 10,200 )
Agriculturai componént of GNP é 40,600

Utilization of income
Consump"ﬁio:l 36, 395
Home consumptions

Greins and oilseeds® 19,080

Cotton® A : 601
"All other"® | 1,569

Purchases from.tradiﬁg organsf 15,145

Taxes ° | 4,205
Agricultural taxesh ; 4,000
Tex on unprocessed'timberh 1687

h

Tax on saquatic produéts 38

8, 0See Isble 2, ‘ 3

bs . 'Monthly rates of -interest-on agricultural lcans vary between ,75% for
equipment loans, 1,00% for productive loans, end 1.50% for temporary
loans. Productiive loans (those made st the planting season to furnish
capital for seed, fertilizer, and other necessary materials, and-repaid

 after the harvest) have an average length of approximately six months

and consume the largest part of the loans to peasants, Therefore, the
interest charges on loans to peasants of ¥ 1,567 million are calculated
at ¥ 94 million, ;

o. Consisting of 200,000 tons ‘of domestically produced ammonium sulfate
and 400,000 tons of imported at a price of ¥ 840 per ton.

(Footnotes continued on next page)

SPTE——
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(Footnotes for Summary Table C continued)

de

Ce
£
&

h'

Other costs, such as materiels for farm maintensnce, supplementary

feed for animals, soybean cale for fertilizer (3,0 million ‘tons),
processing costs for home consu ed goods as well as costs for timber
eutting, fishing, and tung oil processing, are shown here as a residual
between itemized costs and total estimated costs of 20% of gross agri=-
cultural output.

See Teble 2 for detailed estimate.

Bstimated as 80% of trade sales to rural areas. o

Value as estimated in Teble 2. Government budget reports show agricule-
tural texes to be ¥ 2,715 million. Presumebly, the difference of

¥ 1,285 million appears as gross incowe from state trade,

See Table 4.
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Sﬁmmary Table D

ESTIMATED TAXES AND INCOME FROM STATE ENTERFRISES, 1953

1953
Total
Total industriel end commercial texes A A§,252
Industrial texes ? 5,444
Business : 198%
Commodity turnover : ' 2,415b
Commodity ; 1,945°
: d
Income : 888
Other taxes : 3,808°
Income and depreciation of
government enterprises : 7,669
Industrial enterprises 2,000
Railways 529
Other income ; 5,140e

a, The base of the DUSiness tax consists OF &Ll Eross income from
industries producing goods upon which no commodity turnover tax
or commodity tax is levied. The tax rate differs betwsen 1% for
industries turning out producers goods, 2% for most consumer goods,
and 3% for so-called luxuries. To estimate total business tex for
1963, a rate of 1% for heavy industry, and an everage rate of 2.5%
for light industry is used as shown below.

(in million ¥)

Heavy Light
Industry Industry
Total revenue _ 14,600 20,900
lesst revenue in industries where
commodity turnover or comuodity
tax is assessed 5,073 17,220
Revenue subject to business thx 10,627 3,680
Rete of tax applied E 1% 2.5%
Buginess tax on industry 106 92

(Footnotes continued on next pgze)

. egiiRidm
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(Footnotes to Summary Table D continued)

b,

de

Qe

Of which 2,248 is levied against the industry account in Cp and 167
against the agriculture, forestry, and fisheries acecount as a tax on
unprocessed timber. . )

Of which 1,905 is levied against the industry account in GKP and 38
azainst the agriculture, forestry,and fisheries account as a tax on
aguatic products. ,

Incoms taxes on industry are roughly estimated using a base of 10% of
the gross industrial output of ¥35,500 billion as net income, and a
tax rate of 25%. '

Of the total residual taxes and income from government enterprises,
the following table indicates the rough division by source of origins.

1lion ¥
State trade . 5,200
Construction 205
Transportation end communications 1,500
Subtotal 5,605

Difference hetween market value and
budget value of agricultural taxes 1,285

Income and texes from other operations 2,058

L S

Total 8, 948
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Sumnery Tuble E

Value of Induétrial Output, 1953

Million
L Hew ¥

Gross value of industrial ohtput 35,5600
" Cost of materials® E 18,952
" Wages®. ' 7,455

Management costs® 468

Labor insurance allotment%d 224

Other costse _ 500

Taxesf - 5,233

Profits and depreciationf 2,662

Industry component of GNP
At market prices® ; 16,048

h
At factor cost 11,895

a, oee Table b for deteils.

bs According to information contained in .official Chinese Communist
‘reports, occupations are divided into five categories for wage purposes
with cosl mining and smelting being in the highest catogory and con-
sumer goods processing in the fourth and fifth. B5killd of workmen are
divided into eight classes in each category.

No details on category;5 are available. However, the highest pay
rate (grade 1 of category 1) is 316 fen per month, end lowest reported
(grade 9 of category 4) 88 fen.

An estimated 1 fon per month (which is between theg rades 5 and
€& of category 1 and botween igrades 4 and 5 of category 4) for an
average appears reasonable because. 1) the larger number of employses
in counsumer goods industries suggests a predominant wepe rate in those

categories; 2) the reported pracblce is for &n average wage rete below the
median in the category.

Values of the fen in different cities and at different times in
1953 varied between ¥ .2213 :and ¥ .2854, 4 roupgh average indicates
about ¥ .25 per fen, DBased ion the awrage of 190 fen per month, this
- indicates an annual average wage of ¥4560 for the 5.9 million employees
in industry end mining.

(Footnotes continued on next page)
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de

G

f,

Ee
he

Little informetion is available to estimete fthe wages of the
estimated 20 million handicraftsmen. Labor productivity based on the
Communist figure of ¥ 9.6 million as total value of handicraft output
in 1953 (Teble 13) would equal ¥ 480 of which labor income is a large
nart probably approximating one-half aSnuming a subsistence level of :
WageS Very roughly the total wage bill is estimated aty

Million ¥
Industry and mining 2,655
Handicraftsmen 4,800
Total , 7,455

According to "Principles and Practice of Hoonomic Planning in Chinese
Industry," Shenghai, 1953, the proportion of management costs in. light
Industry is 15% and labor costs 85%. Using these proportions as a
rough approximation for all large~scale industry, menagement costs

are estimated as ¥ 469 million,

Allotments for labor insurance in 19862 were reported as ¥ 160 million
or 8466% of the payroll and inoreased by 40% in 1963,

This is a residuasl afbter costs, taxes, profits eand depreciation were
estimated, and probably consists largely of interest charges, insur-
ance costs, and costs of goods spoiled during menufacture or processing.

According to Peiping,NCNA, August 5, 19564, "In the manufacture of
industrial products, some 70% of their cost goe% for raw materials,
fuel, electricity, and related expenditures," and from Kung-yeh Ch'i-yeh
Ching-chi Huo-tung Fen=hsi, 1963 "Wages constltute an average of 22423
pexcent of the cost of an industrial product." The total cost of
industrial productlon for 1953 is estimated at ¥ 27, 59J million
(gross value less taxes, profits, and depreclatvon)

Peroent ~* cost Estimated - Péreent of total

sceopding to . .. costs in  .costs as osti-
. Chinese Communists million ¥  mated ebove
(state industry) (all Industry includiviy handi-
' ' crafts) :
Matérials 70 ' 18,952 69
Tages and other '
labor costs © 22 8,147 29
Other costs _8 _ 500 - _2
100 27,599 S 100

As estimeted in Sunmary Table B, profits and depreciation os tlmated
as 10% of gross output less the estimated businéss tax of 25%.

The sum of wages and other labor costs ‘all taxes, proflts and,
depreclat1on, _
Industry ‘component of GNP at market prioes less 1nd1rect taxss ie0.,
commodity and’ cnmmodity turnover taxoss

CE—
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Notes on Estimates of Inoome from Other Sectors

Income from Construction -~ 1953

No date are mvailable which indicate the profit accredited to state
construction companies. It is probable that the 1.7 million construction
workers! wares average somewhat less than those of industrial workers,
i.e., ¥ 350 snnually, meking the wage bill-for 1953 construction of ¥ 595
million to which must be added the income of the state ‘building companies,
making & total of perhaps ¥ 1, 500 million as income from construction
during 1953.

Any estimate for the years 1950-52 and 1954 is even more tenuous.
Probably the best guide available is the number of workers employsd by
construction companies, which accord1nu to NCWA, Peiping, January 16, 1954
numbered about 1.0 million in 1952 and 0.8 milllon in 1951. . Using employ-
ment as a rough guide (and with no estimates of employment for 1950 or
1954) for comparison with the 1953 estimate, income from construction is ,
very tenta+1vely estimabed &s follows-

Tn billion Vinn

1950 ' 0.2

1951 ﬁ 0.5
1952 - 0.9 ‘
o 1953 o 1.5
) 1958 Ll

Income'frem iransportation and ﬂommunication:» lQS&

The transportatlon and communlcation comnonenb of GﬂP for 1953 lS
estimated at ¥ 1,860 mllllon as followsy, - : :

Profit from'railway operations in 1953 5 estimated at ¥ 529 million
out of total rewemie of '¥:1,552 million. Total revenue from all types
of freight transport amounts to ¥.2,964 million-as estimated below in the
section on trade. - Wo ‘estimste: is avallable for the income from communica-
tions. However, total profit from all of these services may approximate
three times the profit from railroad operations, i.e., about ¥ 1,500
million most of which is income from state<operdted companies,

The total number of employees in transportation and communication
operations in 1953 was 800,000, whose wages probably averaged -about the
same as factory workers as estimated in Summary Table C, i.e., ¥ 450 per
year or a total wage bill of ¥ 36Q million,

Income from Trade - 1963

The 1953 trade component of GNP is estimated et ¥ 7,755 on the’basis
of the Pollowing estimates and from Chlnose Communist announcements.

R Lo Y

The difference between wholesale purohaseo of agrlcultupal and
industrial products-(¥ 58,750 million) and ssles t¢ end-users’ (¥ 72,015°
million) as estimated in Table 5 amounbs to¥. 15 268+ : Expenses of trade%
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are estimated at 11,8% (¥ 8,500) of total estimated sales %o end-userst
leaving ¥ 4,765 as profits and taxes from trade of which private trade
income ma'y approximate one-third, To this total must be added about

¥ 100 million which appears as depreciation in the expense estimate,
Totel income end taxes from trade are thus estimated at ¥ 4,865 million.

Employees in commercial enter rises are paid at a much lower rate -
than the average in industry. Wages of the 3,3 million employees in o
comuerce are estimated at ¥ 300 per year or a wage bill of ¥ 990 million.
In addition to these employees, there are some 10 millien self-employed
tradesmen, such as hawkers and stall-keepers, who on the averape earn
relatlvely low wages, perheps ¥ 200 annuelly at the most, making a total
of ¥ 2,990 million labor income from trade. The remaining expenses of ;
trade are roughly divided between ¥ 2,800 million for transportaflon, and
¥ 2 710 million fer interect, 1nuuranoe, and other costs, -

Incomo from Finance - 1953

Income arising from financial institutions is estimated at ¥ 632
million in 1953. According to.the government budget, the income from.
credits, loans, and insurance was ¥ 492 million in 1953, Most of this
was presumebly income of Pinance-and insurance agencies. Bmployees in
financial inetitutions are less well-paid than are those in industry.
However, they probably receive more than do those in trade. Therefors,
an-average wage of % 350 annually 1s estimated for the 400,000 persons
or a wage bill for 1953 of ¥ 140 million. ’

Income: from Cther Services - 1953

Services other than those previously dlsausqu are valued at ¥ 9,315
million during 1953 and include the following categoriess

Incows ofe " In million ¥
Govermment administrators 1,640
Military personnel 1,827
Eduocatlonal and health workers 260
Workers in economic enterprises not

otherwise accounted for » 480
Those rendering personal services 500
Rent 1,850

Profits and taxes from government sctivities
not otherwise accounted for (Summary Table D) 2,058

Total 9,315

1o In 1993, freight charpes and miscellanecus eXpenses Gonotituted 53. 83%
of total trading chargcs andésuwj ~f the totel value of state commerce
as a whole (Tientsin Ta Kung Pao, August 19 1954), Therefors, total
trading charges amounted to 11, 8p of’ the value of total state trade,
Trading charges were in 1951 (Chingwchi Chou-pao, Vol. XITI, no. 24,
1951), divided equally between: 1) transportation costs, 2) labor costs
such as handling, custodian fees, grading, packing, wages for store
employees and mauagement, and 3) costs of insurance, interest,
spoilage, and depreciation.

cantiRiies
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Governmen+ paym@nts for the 4 1 million pexsons involved in general
adninistration vary widely, from:the highest level edministrators to the -
low wages of full-time cadres at the hsiang level. An average wagze of
¥ 400 may be representative (aSSuming At ebout 10% receive ¥ 1, OOO
another 20%, about I 500, and the remaining lower level admlnnotrators
about. ¥. 300) or a total wage lel of ¥ 1,540 .million., Ceonsumptich moods for
mllltary personn91 are estimated in Table § at ¥ 1,827 million which
averapges about ¥ 500 annually for the 3,5 million in the armed forces.

No additional allowance is madé for income of the armed . foreces since the
sbove estimate is cortalnly adequate for consumption needs and nay overstate
such income, The pay scale for teachers and others engaged in cultural,
educational, end health work is’ relatlvely high according to interrogation
of’ persons leaving Communist China. - However, a large number of teachers
are employed in rural areas where wage sca]eq would be, considersbly lower
than thet in urban districts. Therefore, a wage rate of ¥ 400 -- below
industrial workers but above, most other employees -- 1s used for estimating
the wags bill of ¥ 960 million for the 2,4 million engaged in "eultural®
work in Commumist China. Jorkers in government awrioultural and forgstry .
departments and other economic engerprises not included above. number, about .
1.6 mlllton. An estimated, averaye wage of ¥ 300 per year indicates. a.

wage b111 of about ¥ 480. .

As many as 6 million sre believed to be employed .in various service
occupations. The income from these cccupational pursuits is minimal and
is probably less than that of self-employed tradesmen (% 100 annually) as
estimated above or providing a total wapge bill of ¥ 500 million,

' Rental income for 1952 was estlmated as ¥ 1, 850 mllllon. The same
estimete is used for 1953 in the absence of additlonal data.
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“able 1. GROSS VA UL OF OUTPUY TRUI ACRICUTAUL,
FORILTRY, ATD PISE RIGS, 19538

R B rov—. SRS e s b0 S s it el b kb A= & b b A e e

Physical Tolesale Gross value of
output price © outputb
(in nillion tons) (in yuan) (in million ¥)
Tood crops® 171.0P 200 34,200
Tobacca L2002, 1,614 326
Ginned cotton l 17 1,542 1,504
Aouvatic products e 400 756
Timber for industrial woods® 16 66 100 1,666
Firevood® 15,0 & <0
Tung 0il? 0.1 750 75
211 other® - : - 11,850
Total : 50,000F

Prices are generally for 1953 as translated and reported by the Chinese
Communists. FPhysical output ~nd total value of output are in general
based on Chinese Communist claims, -

Physical output as estimated in Part II, The amount reported by the
State statistical Duregu for unhusked groin including the grain equive-
alent of aweet nototoes and oilseeds was 165.0 million tons. Various
statements indleate that the Chinese Cormunists value nillet at about
% 200 per ton. Since the ropcmtec food output is erpressed in grodin

: emuvalents s the price of millet is used to valus output of the major

food crops.

Estimated output of wood in 1953 is 31,66 nmillion cubic meters of which
16,66 vas industriel wood and 15 firewood. Prices used are: I 100 ner
cubic meter for the former (% the wholesale narket value) and ¥ ¢ per
cublc meter for the latter based on the price in Chungling.

Estimated.

£ residual ineluding production of fruits and vegetablss, neats, fibers
other than cotton, and subsidiary agricultural ocutput as well as Pro-
cessing of foods and clothing manufacture for home consumption,

Total value of agricultural output as shown in Table 12.
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(Footnotes for Table 2)

A residual after estimating use in other sectors of the economy.

The output of husked grain in the crop year 1654-55 according to Chen
Yun, July 21, 1955 was 146 million tons or 8&s of the unhusked grain

of 169.5 million tons.  According to prewar estimates, about 195 of
gross output was required for feed, seed, and waste. Using these ratios

for estimated 1993 gross output of food crops would be divided as follows:

iietric tons %

Total output 171.,0 100

Feed and waste 23.9 14
Seed 8.6 5
Tood : 132.5 81

The food output by type can only be roughly estimated -from prewnr data
wien grains and beans constituted over 86. of the food output in .cereal
equivalents, sweet potatoes nearly 4% and oilseeds nearly 10.. Using
these ratios to estimate 1953 physical output of food, multiplying the
sweet potato estimate by 4.0 to convert from grain equivalents to plys-
ical units, and using prevailing prices of output near producing areas,
the estimate of the breakdown by type of food oubtput follows:

N s o ———

In nillion tons Total value
Grain fhysical Price for consumption
equivalents  units In ¥ _ (in nillion ¥)

Grains and beans 11¢,8 11¢.8 200 23,960
Sweet potatoes 5,3 21.2 28 594
Cilseeds 13.4 13.4 250 3,350

Total 138.5 150.7 - 27,504

The difference of ¥ 6,290 million between he value of gross agricultural
output of food crops and the value of crops for human consumption can be
roughly divided between: feed and waste ¥ 4,700 million, and seed

¥ 1,5¢6 million,

Total grain collections (texes and purchases by state trading organs)

were about 43 million tons in 1953 of which 16 million tons were taxes

in kind (Peiping, FCHA, July 21, 1955). 4ll taxes in lind are assumed

for purposes of this tsble to be in the form of grain., Iurther, it is
assumed that oilseeds (after allowance for feed, seed, and waste) amount-
ing to 4.6 million tons (3.3 x 1.21 miliion tons of oil plus .6 million
tons export) are collected for food processing, The residual purchases

of 22.4 million tons are divided between 22,0 million tons of grain and
bean purchases and 0.6 million tons of sweet pobtatoes in grain equivalents.

iiip—
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(Footnotes for Table 2, continued)

d.

4 part of this item is undoubtedly consumed in.the producing area. How-
ever, the total value is relatively small., Therefore, all reported out-
put is assumed to be commercial output, part of which reappears in the
sales to rural sreas.

Industrial requirements amount to an estimated 790,000 tons (4.0 million
bales of yarn requiring 395 catties per bale); imports vere about 10,000
tons in 1953, all of which would be consumed in urban areas, Therefore,
it is estimated that home consumption amounted to 390,000 tons.,

Of the total 100,000 tong of estimated production, an estimated 31,000
tons were eaﬂoxted The remaining 69,000 tons is divided between home

" consumption in the fishin industry (1/3) and industrial and construction
pv g

uses (2/3).
Residual.

This total diff'ers from that of Table 1 by the deduction of ¥ 6,290 for
seed, feed, and waste,

In addition to the reported grain collected, texes were levied on the
output of technical crops such as cotton and tung oil, In 1952, the
value of such taxes was reported as 207 of total sgricultural taxeb.

On that basis, agrlcultural taxes would have a value in 1953 of about

¥ 4,000 million or & of the gross value of agrlcultural output compared
to the value of ¥ 2 715 million as reported in thn government budget

——rre
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Table 3, GROSS VALUL OF THOUSIRIAL OUTLUT, 1953

" . L

. : holesale Gross value of
Unit of Physical  price - outputl
. measurensnt output - (in new ¥)  (in nillion new ¥)

HEAVY TVDUSTRY
Pig iron 1ii1140n m,t. 2,22% 1507 422
Steel ingots ii1lion m.t, 1.77¢ 5000 835
Steel products id1lion n.t. 1.23% 11,0000 1,230
Coke . 141lion m,%.. 2,77¢ e 38
Sulphuric acid ' Thousond m,t, 199 620t 135
Mitrie acid Thousand m,t, 158 50008 8
Caustic soda Thousand m,t, - 208 020f 26
Soda ash - Thousand n.,t. 1258 ook 100
Juommonium sulphate Thousand n,t. 2008 700f ' 140~
Iron ore © 1dllion m.t, 7.0 20f 140
Coal i 111ion n.t, 69,25¢ 35% 2,423
Tungsten Thousand 11.%, 88 7508 14
Copper Thousand m,t, 151 6,0c0% - 90
Lead Thousand mn.%, 138 . 1,400f 3
Tin - ‘ Thousand m.+t, 128 4, 6758 56
Petroleun Thousand m,t, 5158 840t 433
achine tools In thousands 7.7 2 ,OOOb 35
Generators o Thousand I 59,4° 3o -5
Electric motors Thousand kw cl5,2¢ 163P 154,
Ilectric pover Billion Xvh c.15¢ 0,1f ‘ ¢l5
Cement - © Million tons 3,86° 78t 301
Industrial wood © idillion eu. netersl6, 78 200t 3,340
Other machineryd : - —— 25000
411 otherd : —_— - 1,462

Subtotal : . 14,600
LICHT INOUSTRY
Cotton yarn i11ion bales 4 0% 7555 3,020
Cotton cloth 1illion bolts  126,9C 2ot 3,60
Salt \ illion tons 5,45 200f 1,138
Paper ‘ Thousand tons  425C 1 ,1‘7A£ 499
Sugar: ‘ Thousand tons 430}‘_: 1, 3¢07, 653
Cigarettes Cases of 50,0C0 4,700 . 500+ 1,700
Tlour ii1lion tons 3.4 360t 1,124
“dible oils “i1lion tons 1215 1,040f 1,257
Other consumer goodsl o - o 7,673

subtotal _20,900
Total Industry 35,500
(See footnotes next page)

—_—
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(Footnotes for Table 3)

a,

d,

=1

k.

Lstimated from physieal productlon figures for 1954 with indices for 1749
reported by Chou “n-lai on September 23, 1954 and 1¢53 indices as reported
by the Stote Statistical lureau on Septenber 23, 1954, ‘

.Chinese Stancdard Irices of Important Industrial Joulvment and . aterials,

po—

Jeiping, Fovenber 1¢51 reported hasic nrices per ton as follows: Fig

dron -- ¥ 100; Universal milling mochines e ¥ 1600 =~ 3,070; square

iron -~ ¥ 360; Iron plate — % 1,500, YThe nrices used above are
estimated average prices for iron and steel output,

Sstimated from shysical output in 1952 as renorted by ii-ru~chun, July 6,
1055, and 1953 indices as reported by the otate statisticel Durean on
september 13, 1654, '

Dased on an estinate of about 100,000 tons for 104C and an index of 1233
for 1653 in relation to 1949,

Colke requirements estimnted as 1.25 times the output of pig iron,
A8 reported from verious Clinese Communist publications,
sgtimated,

Iron ore requirements for pig iron production estimeted on the besis of
35 iron content of ore (6,4 million tons) and about 0,6 million tons for
export., i ‘.

Dased on a Chinese Communist elainm thet 1653 output was 54% of pre-war peak
vhich amounted to 2,29C metric tons.

In 1952, machinery output was & of total industrial output, Assuming
little chenge in the percentage for 1953 a value of roughly ¥ 2,200 mil-
lion is indicated for this item, of which only ¥ 1¢4 million is shown above
as machine tools, generators, and electric motors. The residual heavy
industry consists in part of very roughly ¥ 2,000 million in mechinery and
the remainder of ¥ 1,462 million in chemicals, non-ferrous metals, bulld-
ing naterials, and all armaments.

‘s reported by lCHA, Pelping, ‘urust 17, 1955,

Including all textiles other than cotton az well as suils, sheets and other
goods madé from cotton cloth, !hitwear, rubber goods, beverages, miscella~-
neous processed foods, soap, cosmetics, matches, anu such consumer durables .

as fountain pens, thermos hottles, bicycle parts, and other items of minor.
production value. ' '
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Table 4. STl OF CULLODITY
LM GO L 00TWY WURHOVI R TATis, 1953

rercent ad valorem® o in pillion ¥
Value of  Comnodity Cormodity
Output Turnover Commodity ‘“urnover Commodity
spriculture
Unprocessed timber 1,666 10 — lor . _—
Aguatie products 756 - 5 —— 35
Subltotal 2,422 —— —— 167 38
Leavy Indusgtey
Pig iron 422 5 - 21 -
Steel ing‘otsb 885 7 - 62 —
Steel productsb 1,230 — - — -
Coke 158 7 — 13 ——
sulpiric acld 135 10 e 14 —
Nitric acid a7 10 —-— c —
Caustic soda 26 12 > 3 -
30ca ash 100 12 - 12 ——
Ammonium sulphate 140 7 —— 10 —
Iron ore 140 — 5 o~ 7
Coal 2343 —— 5 — 121
Tuncsten 14 10 —— 1 -~
Conper €0 10 - B —-—
Lead 18 10 — 2 —
Tin 56 10 e 6 —
Petroleum b 433 — 5 — 22
iachine Yopls 35 — - — ——
Generators® X 5 — e - -
“Jectric motors” 154 —_— — - —
Llectric pover 015 — —— - -
Cement ) 301 20 —— 60 —
Industrial wood” 3,340 —— — - —
111 otherP 3,462V — s - 250
subtotal 14,600 - - 222 175
Light Industry
Cotton yarn . 3,020 22 o 664, —
Cotton cloth” 3,600 — -— o -
salt (5.4 million toms)  1,105° . 120¢ - 648
Paper 48¢ 10 e 50 -
Sugar 653 — 2 e 163
Cizarettes 1,800 66 - 1,200 ——
Flour 1,124 10 R 112 -
Idible oils 1,259 e 12, s 151,
OtierP 7,670 . - 10P - 7660
subtotal 20,900 _— — 2,026 1,730
Total 35,500 o ~— 2,415 1,843

(See footnotes next page)
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(Footnotes for Table 4)

a.

b.

A8 renorted, Fel»ing, IICHA, ‘wecember 30, 1952,

No commodity tax is aprlied to machinery or electric pyuer. Stesel prod-
ucts are subject to no commodity te: sinece nig iron and steel inzots are
subject to the comnodity turnover tax; cotton cloth is in a li%e category.

Jhe totel rosidual voalue of output of heavy industry (¥ 44363 million7

conslsts of an estinated ¥ 2,000 million of machinery output. Irobably
the largest part of the remaining ¥ 1,462 million is irom the cutput of
nilitary weapons and ammunition, .or tar: allocation purnoses # 500
million is therefore used as a bage and a low rate of 5 conmodlty tax
applied, The commolity tex rates enplicable to the reridual outnput of
1isht industry vary between zero for the output of cotton garments
(where a turnover tax: applied to cobton yorn) and 500 for joss items.
‘n arbitrery 100 is used in the absence of nore detailed knovledse of
the breakdown of the value of output of this mlscellaneous category.

Rate per tean varies between ¥ 3 in the nortiwest to ¥ 7 in north and east
China, 4 rate of ¥ 6 (¥ 120! por metric ton, is used because of the large
proportion of output near the coast in the letter areas,
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(footnotes for Table 5

a.
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Sales to end-users unless otherwise stated include an added 207 for
wholesale distribution and 25 . for retail distribution. lholesale prices
of agricultural production and industrial production are in general those
of cities near agricultural ‘producing areas and industrisl areas respec-
ively, ‘herefore, the effect of trading charges on producers' prices
is minimized but theseyrices may contain costs of local distribution.
Jovever, costs of distribution to wider areas nust be added to the prices
used to compute the value of agricultural znd industrial output.

Wholesgle purchases 'ircivde the velue of the tax in kind estimated for
budgetary purposes as ¥ 2,715 million and ¥ 4G5 million assigned as a
part of gross income of state ‘trading companies; and ¥ 4,400 million of
purcheges of commerciel grain.

fecording to Chen Yun's July 21, 1955 speech (Peiping, NUIA, July 22,
1955) about 18 million tons of commercial crain was sold bacl to the
countryside. Other allocations are made below with the reiping price
for polished rice ¥ 280 per ton for urban sales and rural grain price
as shown in Table 1 plus twenty-five per cent:

iillion frices in

5 tons ¥
Total processed commercial grains and beans 38.0 -
sales to rurel areas % 13.0 250
tilitary consumption (ebout: 300 catties '
per individual) 0.5 . 250
Vheat for flour 5 ‘ 4.2 250
Txport i A 280

3ales to urban areas | 14.© zZ80

Exports amounted to 31,000 tons and remaining 46,000 tons are divided
equally betueen industry and construction,

Only an arbitrary division of this niscellaneous output is possible.

For purposes of this allocation, it is estimated thet 20 per cent is

sold at retail in urban areas and 15, in rurnl areas, 20% each for indus-
trial raw materials, costs to other economic units, and exports, and 52
for military units. i / -
The output of finished steel jamounts to about 80 of the pig iron re-
guired for its production. Therefore, 1.54 million tons of pig iron

are estimated as raw materials for finished steel and tie remaining 68
million tons of pig iron as used for castings, and assighed as a cost of
construction units. : :

Iron ore requirements for pig iron production estimated at 6.4 million
tons on the basis of 35% iron content and about 600,000 tons exported.

Cozl requirements in industry (including small-scale industry) are
estimated at about 45% of total output, or 31 million tons based on the
pattern of coal utilization in llanchuria and China during 1634 and 1952,
An estimated 15,85 million tons vere used in transportation and valued
at ¥ 666 million, about 400,000 tons exported, and the remaining 22-23
million tons sold in retail trade chiefly in urban areas,

."5!!!!1--
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(Footnotes for Table 5, continued)

h,

retroleum production is estimated as rouchly divided as follows:

Per cent ;:i11lion tons
iHAlitary _ 34 175
Industrial 51 .263
Retail 15 077
Total 100 : 515

A11 of the rstail consumption is assumed to be in rural areas.

A1l output is aseumed for industrial enterprises and no wholesale trade
mark-up is used,

"All other heavy industry is estimated to be roughly divided as follows:

Hachinery : 2,000

Military items 1,000

Chemicals, non-ferrous metals,ete. ko2
3,462

Consumption of cotton cloth, sugar, clgarettes, and "all other’ con-
sumer goods, is roughly divided as follows: tilitary units - 10%, urban
sales - 304, and rural sales - 605,

Personal consunption of salt in pre-Communist China aversged about 3.0
miliion annuelly, (divided in %he ratio of 1:5 for urban and rural
aress) exports of salt in 1953 were about 200,000 tons. The remainder
(1.8 million tons) is assumed for industrial uses,

Consumption of vaper is arbitrarily divided equally between industrial
and construction costs.

Assumed to be all urban consumption,

The 1.2 @illion tons is divided as follows: IHdlitary - one-third,
exports -— 100,000 tons, and residual-urban sales.,

Total retail sales in 1953 were reported at ¥ 35 billion. HRetail soles
to rural areas amounted in 1953 to ¥ 18,97 billion. A total of ¥ 12,562
million is allocated above, leaving a residual of ¥ 6,408 million. The
remaining retail sales (¥ 16.03 billion) are assumed to have. been made
to urban areas, of vhich ¥ 13,219 were gllocated above, leaving ¥ 2,711
million for sales to urban areas.

—
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Tabhle 6, T.BCO 1ORCE,
(In millions)

1053

State

Vage and salery earners na a8 22.00
Leonomic enterprises n.a na 13.70
Industry and mnining 3,90 2400 5,90
Textiles na n.a 12
Heavy industry- - na S n g ST
Other na n.a L 4T
Gonstruction na na 1.70
Transport and comnunicrtions .80 a .80
Trade 1.50 1.0 3.30
. Supply and marketlng coops B4 — B84
Other 66 1.5 2.46
Firance A0 —— A0
State ogriculture and forestry

departments : .20 - 20
Other na n.a 1.40
Covernment 10,00 —— 10,00
Cultural and educational 2.40 - 2.40°
Administrative 4.10 - 430
Self-employed v 36.30 36.30
Handicraftemen - 20.00 20.00
rrade (havkers, stall-keepers, etc.) - 10.00 10.00
Service occupatilons : T e 6.30 6.30

fericultural — _— 240,00
Total 300.00

rivete

a. Private employment in ‘transport and communic
4 would probably be small,

included under trace,

_ ]

ations and in finance is
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Table 7, I 'JICL»:: USED IF 7. COLIFUT-TION OF GiP, 1950548
(1953 = 100‘ '
rreliminary
1650 1951 1852 1¢53 1954
sgricultural oubput
'ood erops & o8 o7e 1028 loo® o7d
Tobaeco 33P 114 100 100 100.0P
(inned cotton © 60, ae 110 100 - 66,0¢
Aquatic products 34¢ 414 o2 100 117.04
Timber for industrial woods  2¢€ 54 60 100 127.,0
LIl subsidiary output® 35 20 95 100 105, 0
Industrial output
Ceavy indvstry :
Fig iron 43 63 84 100 131.0
Steel ingots 34 51 76 100 125.0
dteel products 25 47 75 100 105 .0
Coke 438 54 79 100 131,08
Sulphuric acid ) 53 7, 100 137,54
Witric acid ) 50d 61 63 100 100,0*
Coustic soda ) 55 8 100 140,65
3oda ash ) a3 36 100 13¢,2%
fmmonivm sulphate 501 57 80 100 132.0
Iron ore® 43 63 34 100 131.0
Coal 5¢ 74 92 100 116,0
Copper na 56 U, 100 oo
Lead ne 40 57 100 na
Tin na n.a 2 100 aa
Petroleun 32 yAS 6 100 127.0
iicchine tools 20 35 67 100 n_ g
Generators na A8 51 100 na
Tlectric motors n_a 2 70 100 nea
Tlectric power 50 63 70 1C0 119.0
Cement 36 64 74, 100 - 112,.0
Industrial wood® . 2ce 54, © 60 100 127.0
Light Industry
Cotton yarn 59 65 56 100 112,57
Cotton cloth 45 57 a5 100 121.0
Se1t? 34 58 92 100 112.0
Paper 33 56 a7 100 120,7%
Sugar 48 60 23 100 105,3
Cigarettes 52 56 %, 100 12¢.0f
flowr 35 5, . 87 100 100.0°
tdible oils and fots 50° 51 a8 100 100,0°
(5ee footnotes next page)
i
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(Footnotes for Table 7)

e,

€.

xcept as indicated, the 1950-53 indices are derived o the revised
1652 and the 1953 reports of the state Statistical Luresu. 1054 indices
are based on 1952 = 100 as reported by Li Fu-chun, and others to the
rational. i'eople's Congress in 1955. Food crops.and subsidiary agri-
cultursl output are estimated independently of Chinese Comrmunist claims,
he food crop estimate is discussed in detail in Fart II, The subsidi~
ary outnut estimate is based on: ‘1) ‘a statement in 1953 that native

and special nroduce constituted 1/3 of peasant incowe according.to
surveys, and 2) indices taliing into account the increase in subsidiary
output resulting from the broader market for such products. ‘

1952 toboceo output was to be 3 times 1950 output (For a lagting Feace,
Por g People's Democracy, September 26, 1652), o plan or actual out—
put was announced for 1¢54. In the absence of other date, the announced
production for 1953 is used for 1¢54. '

o cotton production has been énnounced for 1S54, ilowever, the nlan

for 1955 calls for a 20f increace or 225,000 tons nore than 1954 out- A
put (iCNA, Pelping, iiarch 10, 1955). Uherefore, 1954 output must have
been about 1.12 million tons or 94 of 1953, end 1955 planned outputb

1.35 pillion tons or 115 of 1953.

1050 anc, 1952-54 are based on indices from Tientsin Ta LungPag, June 14,
1655, 1051 index is based on the plan for that year.

"he same. indices are used for forestry output and mill output. 1950
index from NCUA, January 19, 1953. :

Plans Tor 1954,

Tndices used for 1650 and 1954 are the same as for pig iron in the
absence of anncunced indices for coke.

NCVA, Feiping, Jenuery 19, 1055,

SJame as 1053 index, No outpuﬁ data announced,

Fo data for 1950, 1950 output is erbitrarily estimeted at 50% of 1953,
WOIA, Peiping, oecerber 27, 1654,

Vo data for 1650 which is arbitrafily estiﬁated as 507 of’1953 output.u
o cata available., The index for pig iron is used,

Based on the reasoning in vable 3, and on reports of indices for 1952 -=-
157.6/, of 1951 output and 1951 - 171,56 of 1950 output. :

Mo output goal snnounced for 1954. The 1950 output of edible oils is
arbitrarily shoun as 50% of 1952,
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Teble 8, CROSS VAIUL OF LGRICUITUR., FOR .TRY, AiD FISITRILS,
- 1950-54
(in billion 1953 yuan)

1¢50 1651 1952 1953 195/,

I'ood crops ' 33.2 33,2 34.9  34.2 33.2
Tobacco g o .3 .3 .3
Ginned cotton ' ‘ 1.1 1.6 2.0 1.8 1.7
Aquatic products 3 .3 7 .3 G
Timber ‘ .5 .G 1.0 1.7 2.1
111l other 12,1 11.7 11,8 12.0 12.4
Total? 47.3 8.1 50,7 50,8 50,6

8.

Based on the ovtput of specific comnodities as shown in Table 1 and
Indices of output os shown in Table 7. The total value of output for
1853 is . the yuan value as announced by the Chincse Com-
munists., Incidentally, this estimate of grain outpult as two-thirds

of total egricultural income corresponds to surveys made in 1953 by
the Chinese Communists, The total value of output for the years 1950~
52 and 1954 are derived from indices (Table 7) of grain output applied
to the 1953 value of grain and all subsidiary output indices applied
to all other 1953 egricultural output,
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Table O, GRO3s VAIUL OF INDUSTRIAL OUTPUT, 1050542
(In billion 1953 yuen)

1650 1951 1052 1953 1954

o Y 2 . ALt i - o et oo

Heavy industry

tig iron o2 3 o oo .6
steel ingots 3 ) W7 .9 1.1
dteel products 3 .6 .9 1.2 1.3
Coke ‘ d i .1 2 .3
Sulphuric and nitric acids g 5 .1 .2 .2 .3
Cavstic soda and soda ash . ° Ad o1 A .2
Jmmonium sulphate A A ol o W2
Iron ore 1 1 1 .1 2
Coal 1.4 1.8 2.2 2.4 " 2.8
Non-ferrous netals® na A 1 W2 na
Petroleun ' 1 W2 .3 o .5
“lectric nower 5 6 7 90 1.1
Cement a1 .2 W2 3 A
Industrial wood 1.0 1.8 2,0 3.3 hed
.:achinery® na na 1.7 2.2 2,7
11 other 1.3 1.8 .0 1.7 1.7
subtotel 5.7 8.4 10,7 lh.6 17,6
Light Industry

Cotton yarn 1.8 2.0 2.7 3.0 3
Cotton cloth 1.7 2.1 3.2 3.7 4.5
3alt A o7 1.1 1,2 1.3
Paper .1 .3 A 5 N9
Sugar : .3 A .6 7 o7
Cigarettes .9 1.0 1.3 1.8 2.3
Flour 5 A .6 1.0 1.1 1.8
“dible oils : .6 .6 1.0 1.3 1.3
Other consumer goods : 5.5 6.1 5.0 7.6 3.0
Subtotal 117 13.8 16,3 20,9 23.9

Total industry® L 17,4 22.2 27.0 3545 4l.5

|

a, Based on 1953 output value as;shown in Table 3 and indices of output
shown in Table 7.

b. Vhere n g is shown, the value appecrs in the residual item "all other
as does part of the velue of the output of nonferrous metals for each
year, ‘ :

e. Total value of output of macﬁinery'and equipment was reported as aboub

6 per cent of totel industrial output in 1952, For 1954, an increase
of 25.3 per cent over 1953 was reported by NCHA, Peiping, January 30, 1955.
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&R n
\Footnotes for Table © - Continued)

d.  1952-5/ tothl value of industrial output ~nd héavj and it Industa
components as announced to the reoplets ‘Congress in Jal 19 — Oatiy
pub of modern industry for 1951 based on an index of ZLB.L;VVV:E‘QI5 51%?“2
coumpared to 1951 ecuals 100, and for 1950 sn index of 145.9 ;‘“6;1“51
compared to 100 for 1050, andicraft industry for 1950-’51’5.5 car:;ied
at an amount equal to 1952, Iroducers goods were reported as 33 per
cent of industrial output-in 1950 and 30 per cent in 1951, '
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(Footnotes for Table 10)

8.

The Chinese Commnist tax system was revised in 1953 by the introduction
of a Soviet type commnodity turnover tax on certain items and the retention
of thie old commodity tax at different rates on other items. Frevious to
1953, the base for the calculation of the cormodity tax excluded the tax
itself, Therefore, the rates of tar as annotnced have been adjusted to
talie this into account. The tax bases used in the calculaztion of theze

are found in Tables 7 and 8, '

A mesn of 11¢ is used,

The largest single item in the "all other® group: of heavy industry
consists of military weapons and ammunition, Tor tex allocation purposes,
a rate of 57, is used and a base of 1/5 of total "all other! heavy industry
for the years 1952-54. Io tax estimated for 1050 and 1S51.

Rates of salt tax have varied:fdr different arcas of China and for soue

of the years., The average efiective rate of 55 estimated for 1953 is
used for all years, : o

The 10% rate used for 1953 is applied to this category for all years.
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: L A
(Footnotes for Table 11) ; -

a.

I'stimates for 195/ account and budgeted 1955 revenues and expenditures
are derived from the report delivered by Finance 1 inistér Ii-Isien-nien
to the Chinese People's Hational Congress on July 6, 1955, 1954 budget
figures and receipts and expenditure accounts for previous years are
based on figures contained in an artiele in Tientsin Ta Xung Pao, Jan-
vary 27, 1955 entitled "Our Hational Finance® by Vang Tzu-ying, director
of the ‘uditing Office of sinistry of Tinance, and on estimates contained
in former Finance }inister Teng's budget speech of June 16, 1654,

The reports on revenues and expenditures for 1950-53 did not distinguish
between total revenue (including carry-over of surpius from previous
yeers) and current revenue, Subsequent revisions of government finances
for these years have been announced but without sufficient detail to
reconcile the differences betieen the total revenues and total expendi-

tures. The source of the reported surplus in the budget (¥ 4,283 million)

and accounts (¥ 4,509 million) for 1954 canmot be satisfactorily explained
because the sum (including the deficit for 1950) of the previous years'
surpluses comes to only ¥ 1,823 million, 4 possible explanation is that
the reported "surplus from previous years" as shown in the 1954 and 1955
bulgets arose from deficit financing through monetery issues sccounted
for in previous year reports outside the govermaent budgets,

Including expenditures for credits, loans, and insurance.

T g . i
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Footnotes for Table 12)

8.

Lxcept as indlcated below, the sources of deta are as follouws: The
estimates Jor 1954 accounts and budgeted 1955 revenues and expenditures
are derived from the report delivered by Finance . inister Ii iisien-nien
to the Chinese llational People's Congress on July 6, 1955; the 1554 bud-
get figures and receipt and expenditure accounts for previcus years are
based on figures contained in an article in the Tientsin la Lung Pao,
January 27, 1955, entitled "Our Hational Finsnce,” by lang Tzu-ying,
director of the .uwditing Office of the liinistry of Finance, and on
estimates contained in former Finance liinister Teng Hsizo-ping's budget
speech of June 16, 1954, ‘

dccording to People's Daily, Peiping, uLeptember 16, 1954, the following
indices ap;lied to investment:

— —

1950 1951 1952 1953

Industrial construction: T Jo0 166 341 668
1.eans of production (heavy industry) 100 148 326 653
¢. Residual.
d. Investment in 1952, according to the State Statistical Buresu's report
for that year, wes divided as follows: . :
Industrial ministries -~ 56, communications and transpert - 289, and
agriculture and water conservancy - 16,
e. lccording to iisin Chian-she, Vol.2, lo. 9, agriculture made uwp 305 of
the 1950 goverrnment investment. '
f. Ieople's Daily editorial, Feiping, lLiay 5, 1955 (FBIS, liay 11, 1655,

MMA - 25).

~— ;
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Table 13, C.IIMI.7 COaUUILT DATA O GROSS VouUn
O CUTHUT AMD 1R..DL
(in billion new yuan at 1952 prices)

e A e st R AR A

Plan Plan
194C 1950 1952 1853 1¢44 1955 1057
Gross outputb
Industry end Agriculture 42,5 7504 56,3 Q4.4 101.0 113.2
Industry ¢.c 27,0 35,5 41.5 AhJST 5305
Lericulture 32.6 L5 50,8 52,© BA,3 5C,7
Industry: by type
ilodern 7.2 20,1 25.¢ 31,2 34.0 3.1
landicraft 2.7 6.2 ¢.6 10,3 10,7 15.4
By type of output
Producers goods 2.9 10.7 14.6 17.6 20,2 24,3
Consumers goods 7.0 16,3 20.9 23.¢  24.5 29,2
By ownership of industry
State ) 14.2 1.2 R24.5 26,5 32,7
Coop ) 3.6 0.9 1.2 16 1.9), 4
Joint ) 1.4 2.0 5.1 6,9 ) 4
Private 6,3 10.5 13.1 10.2 9.4 6.6
Retail Trede 18,0 27.7 35.0 39.2 42,6 4S.8
State and Coop — Qe 1A 22,7 22,0 27.3
Private - 13,3 20.6 16,5 20.6 22.5
Rural 15.4 1¢.0 22.2 30,8
Urban 12.3 16,0 17,0 1.0

PRIPSRREER aLote —- TD, Washington, D,qC,
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